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AMENDMENT TO THE ADMINISTRATIVE EXPENSE 
ACT OF 1946 


THURSDAY, MARCH 28, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON EXecuTIvVE AND LEGISLATIVE REoRGANI- 
ZATION OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The subcommittee met at 10 a. m., Hon. William L. Dawson (chair- 
man) presiding. 

Chairman Dawson. The subcommittee will come to order. 

The purpose of the hearing this morning is to consider H. R. 3378 
a bill to amend section 15 of the Administrative Expense Act of 1946 
and for other purposes. 

(The bill referred to is a follows:) 


[H. R. 3378, 85th Cong., 1st sess. ] 


A BILL To amend section 15 of the Administrative Expense Act of 1946, and for other 
purposes 


Whereas the Congress is aware of an increasing tendency among Government 
departments and agencies to utilize the services of experts and consultants as 
advisory committees or other consultative groups ; and 

Whereas it is recognized that advisory committees can serve as an aid to 
intelligent and informed consideration of various matters in the administration 
of Government affairs ; and 

Whereas it is equally well recognized that protection of the public interest 
requires that the activities of such committees and groups be made subject to 
certain uniform requirements as a minimum safeguard against the use of any 
such group to influence public policy for the benefit of private interests: Now, 
therefore, 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 15 of the Administrative 
Expense Act of 1946 (5 U. 8S. C. 55a), is amended by adding after the period 
which follows the word “Statutes” the following: “Provided, That the activities 
and functions of any group of experts or consultants, procured under authority 
of this or any other law, to serve as an advisory committee or other advisory 
panel or group, Shall be subject to the following minimum standards: 

“(1) There shall be statutory authority for the employment of such com- 
mittees or there shall be an administrative finding that it is necessary to utilize 
such committees to perform certain statutory duties. 

“(2) The agenda for such committees and their meetings shall be initiated 
and formulated by the Government. 

“(3) Their meetings shall be at the call of and under the chairmanship of 
full-time Government officials. 

“(4) Full and complete minutes of each such meeting shall be kept. 

“(5) The functions of such committees shall be purely advisory and any 
determinations of action shall be made solely by Government representatives : 
Provided further, That the President of the United States is hereby authorized 
to issue such regulations, not inconsistent with the foregoing standards or any 
other provisions of law, as he may deem necessary for effective control of the 
use and activities of advisory groups in various departments and agencies: And 
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provided further, That the President shall cause to be printed and transmitted 
to the Congress annually a report detailing the membership of each advisory 
committee used by each Federal department or agency; the functions of each 
such committee; and the extent to which the operations of these committees 
have complied with the standards provided in this Act.” 

Chairman Dawson. In the last session of the Congress this com- 
mittee sent questionnaires to every agency in the executive depart- 
ment of the Government inquiring into their practices in respect to 
the use of so-called advisory committees composed of experts and 
consultants. The replies to this questionnaire indicated that there 
were between 5,000 and 6,000 such committees. 

The Department of Justice has established minimum standards, 
adherence to which would constitute prima facie compliance with 
provisions of the antitrust laws so far as they relate to such com- 
mittees. This questionnaire indicated that out of nearly 6,000 such 
committees only 615 were complying with the standards set by the 
Department of Justice. 

The answers to the questionnaire and a hearing before the committee 
disclosed numerous other areas in which the widespread and possi- 
bly promiscuous use of advisory committees might give rise to con- 
flict of interest and derogation of the rights of the public as against 
the possible advancement of private interests. 

The replies to this questionnaire revealed the desirability and pos- 
sibly the necessity of legislation such as that before the subcom- 
mittee this morning. 

Four of the agencies most intimately connected with this problem 
have been afforded the opportunity to attend the hearing. Because 
of vacancies in the membership of the Civil Service Commission the 
single sitting member felt that he could not commit the Commission. 
The Bureau of the Budget and the Department of Justice have sub- 
mitted replies which will be made a part of the record and the Gen- 
eral Accounting Office is present. 

Because of the importance of the questionnaire and the hearing 
above referred to they are being made a part of the record of this 
hearing by reference to enable the staff to incorporate such portions 
of the hearing and the answers to questions as may be relevant to the 
legislation before us this morning. 

‘H. R. 3378 provides certain minimum standards to be observed by 
all departments and agencies which seek or utilize advice or informa- 
tion from advisory committees, panels, or other groups composed 
wholly or partially of members who are not full-time salaried officials 
or employees of the Government. 

During the course of hearings held by this committee last year on 
the use of individual experts and consultants, we became aware of the 
vast number of these committees being used by the Government. 
These committees serve without compensation and to a large degree 
exercise the same type of advisory functions as those performed indi- 
vidally by WOC consultants. The individual consultant, however, 
usually has the status of a Government employee for most purposes 
and as such is subject to certain statutory and regulatory require- 
ments as to employment, duties, and qualifications. Also, as employ- 
ees of the United States, the individual consultants and experts are 
subject to the conflict of interest statutes and other laws and regula- 
tions governing the conduct and ethics of Government employees. 
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On the other hand, our information indicates that members of ad- 
visory committees are not considered to be employees of the Govern- 
ment. They are not subject to any of the laws or regualtions which 

restrict the activities of Government employees, and yet through their 
advisory functions they are often instrumental in guiding the forma- 
tion of official Government policy. 

As a result of the information received many of the members of 
this subcommittee feel that the Congress should know more about 
what these advisory groups do, how ‘they are constituted, and what 
use is made of their advice and suggestions. These groups have been 
operating for many years without any centralized control and to a 
great extent without specific statutory sanction. 

Congressman Fascell, a member of this committee, has introduced 
the bill we are considering this morning, and I will now ask him to 
give us his views as to why such a measure is necessary and what the 
bill is designed to do. 


STATEMENT OF HON. DANTE B. FASCELL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Fascett. Thank you, Mr. Chairman and members of the com- 
mittee, the provisions of this legislation are very simple and yet I 
think very important. They pose an amount of regulation which is 
not undue, and which it seems to me to be necessary. 

We have recognized the increased use of advisory committees in 
government and that the use of such committees in some instances can 
serve a useful purpose as a management tool. However, we also 
recognize the dangers inherent to uncontrolled use of the committee 
device and therefore we propose by this bill to establish specific mini- 
mum standards within which they will be required to operate. 

The standards are briefly: First, that there shall be statutory au- 
thority for the employment of such committees, which is not now the 
case. It is inferred or implied that they have statutory authority. 
This gives them the specific statutory authority. We say, give 
them the author ity to do it, and place some amount of fair regulation 
on the use of those committees. 

Second, that they at least have an agenda for the committee and 
that that agenda shall be initiated and formulated by the Govern- 
ment department that is calling upon the committee so that we will 
have a specific question, or a “ specific area, for that committee to 
determine. 

Third, that their meetings shall be at the call of and under the 
chairmanship of full-time Government officials. 

Fourth, that full and complete minutes of each such meeting shall 
be kept, and fifth, that the functions of such committees shall be 
purely advisory and any determinations or action shal] be made solely 
by Government representatives. 

The bill also places regulatory authority in the President as well as 
an annual reporting requirement of the President in order that the 
Congress and the public may be kept informed. 

I think obviously the committee will want to consider certain 
amendments. I have some. I know some of the departments have 
suggested some amendments, and we will discuss those as the testi- 
mony develops. 








4 AMENDMENT TO ADMINISTRATIVE EXPENSE ACT OF 1946 


The provisions of this bill have been proposed as an amendment to 
section 15 of the Administrative Expenses Act of 1946, which deals 
with temporary employment of experts or consultants and says: 
The head of any department when authorized in an appropriation or other act, 
may procure temporary or intermediate services of experts or consultants. 
The purpose of this would be to include in that advisory committees. 

I believe that there is no material difference in principle between 
an individual employed to advise and consult with Government 
officials in the conduct of Government business and an advisory com- 
mittee created for that purpose. 

In the past many of these committees have been created and their 
services utilized under implied authority usually based upon broad 
provisions in organic or enabling legislation. It is my opinion that 
if the agencies need these committees we should bring the whole matter 
out in the open by enacting specific legislation authorizing their use 
and imposing some measure of control on their operations. 

The proposed amendment to section 15 will do that. It will place 
advisory committees in a status similar to the individual experts so 
that if statutory authorization is necessary to employ the individual, 
it is necessary to create the committee. 

Last year this subcommittee conducted a study and a series of 
hearings on the use of individual experts and consultants. During 
the course of that study a considerable amount of data was compiled 
on advisory committees and the extent of their use in the various de- 
partments. We found that there are over 5,000 such committees in 
existence and that their creation, organization, and function are sub- 
ject to no centralized control. 

In 1951, the Department of Justice suggested standards similar to 
those provided in this bill, for the stated purpose of minimizing the 
possibility of antitrust law violations. However, they had only limited 
success in getting these standards adopted by the departments. Judge 
Stanley Barnes, former head of the Antitrust Division, testified be- 
fore this subcommittee last year that only 615 out of a total of 5,126 
committees were complying fully with the suggested standards. 

I am sure the Antitrust Division, in proposing these standards, was 
not primarily interested in protecting advisory committees from pos- 
sible prosecution. On the contrary, I believe they were more in- 
terested in having available records and information from which they 
could determine whether the law was being violated. To me, this in- 
dicates a bad situation. If, under existing practices, the activities of 
these advisory committees are concealed from public scrutiny to that 
extent, how can the public interest possibly be protected in the more 
obscure area of conflicts of interests ? 

For that reason, I am proposing a much broader approach to the 
problem than possible antitrust law violations. That is strictly a mat- 
ter for the Justice Department. We are establishing only the broad 
basic minimum standards for the operation of these ‘committees. To 
that end I submit that the proposed mandatory standards constitute 
the minimum safeguard. At least there will be an available record 
of what they were called in to discuss, what they actually discussed, 
and the advice or recomendations they gave. In addition, we will 
have a full-time Government official as chairman who can be held 
accountable. 





AMENDMENT TO ADMINISTRATIVE EXPENSE ACT OF 1946 5 


From information made available to this subcommittee and other 
committees, there are many instances where no agenda was prepared 
for meetings of these committees or it was prepared by the committee 
itself, and no minutes kept to show what was discussed or the nature 
of the advice offered. 

Obviously, if these elementary standards are not observed, neither 
the Congress nor any law enforcement agency of the Government can 
possibly know or determine whether a law is being violated or other 
improper ac tion is taken. 

That concludes my statement, Mr. Chairman. 

I do have some amendments. Those of a technical and clarifying 
nature I would like to reserve until after the testimony. 

Chairman Dawson. Any questions, Mrs. Harden ? 

Mrs. Harpen. I have no questions at this time, Mr. Chairman. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. Mr. Chairman, I notice that the standards set up are 
very much in line with the standards outlined in the letter submitted 
by the Comptroller General. In fact they read practically word for 
word. 

I will be interested in following up on any amendments we can 
make—the clarifying amendments. 

I also know the De spartment of Justice has endeavored to do some- 
thing of this kind. The general purpose and object of the legisla- 
tion does not. violate any purpose of the Congress, I am sure, or any 
desire of any individual to see that there is proper protection. 

There are two questions about this bill that I think should be con- 
sidered by the committee and by the author. 

First, are the “whereases.” I would suggest that those be stricken 
out and used in the report. 

Mr. Fasceuyi. Right. 

Mr. Brown. At least, it should be discussed with the chairman of 
the Rules Committee before he reports a bill because we might run 
into trouble there and have to take the bill back. 

Secondly, I note the question has been raised by the Comptroller 
General, and also raised in my mind, as to whether these provisions of 
law would not apply to the Congress and its committees as one branch 
of the Government as well as to the executive branch. The measure 
does not, as I read it, restrict the application of the bill to the execu- 
tive branch. 

While I realize and appreciate that the committees of Congress sel- 
dom establish outside committees, or advisory committees, I do not 
think that it would do any harm if this were applied to us and if we 
had to follow the same standards we expect other people to follow. 
In fact, I cannot recall when a committee of Congress has had an 
advisory committee named to help the committee do its work. 

Chairman Dawson. I think that we have one, Mr. Brown. When 
we set out to make a study of the property owned by the Federal Gov- 
ernment, and when we got into the question of its value, the depart- 
ments could give us the acquisition cost, but we thought that we ought 
to know its present value, approximately, and the American Institute 
of Real Estate Appraisers in convention were interested in it and 
named three of their past vice presidents as a committee to work with 
this committee without compensation to seek to set up standards by 
which the appraisement could be made by the various agencies of 
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Government. I know that we have had that service. I think it was 

one of the finest services that could be rendered as a public service. 

Mr. Brown. That committee, in my opinion, could very quickly and 
easily meet all of these standards. 

Mr. Fascety. There is no question about it. 

Mr. Brown. There is no reason why we should not have the same 
rules for ourselves as we do for others. 

Mr. Fasceiu. There are two things that occur to me in a discussion 
of this. You have made a point that is very well taken. No. 1, this 
is an amendment to title 5 of the code dealing with the executive 
departments. It occurs to me to include this for committees of Con- 
gress would require additional legislation. The other thing is, the 
problem, congressionally speaking and legislatively speaking, i is not 
in the same proportion as it is in the executive. 

Mr. Brown. I appreciate that. 

Mr. Fasceiu. It is minor. 

Mr. Brown. I had in my mind the question as to whether or not 
the statute applied only to the executive branch, or all divisions of 
government. 

Mr. Fascetyi. It does apply only to the executive. 

Mr. Brown. If this could apply to the Congress, as well as to the 
others—without violation of the present law—or if there was not too 
great a problem in amending it, I think that it would be all right. 

Mr. Fascett. I understand. 

Chairman Dawson. Mr. McCormack. 

Mr. McCormack. I am just listening. 

Chairman Dawson. Mr. Michel. 

Mr. Micuet. I have no questions. 

Mr. Fasceti. I have some language changes in here that perhaps 
Mr. Brown would like to hear. He has to leave. 

Starting on page 2, line 5: There would be a proviso which would 
be an additional section to this particular section in the code. The 
proviso would be another paragraph after that one reading: 


Provided, that the activities and functions of any group of experts. 
I would amend that to read : 
The activities and functions of the experts or consultants. 


I would strike out the words, “any group of” on line 6 and insert in 
lieu of those words, the word “the”. 

Then, reading on— 
procured under authority of this or any other law, to serve as * * *, 
Strike out the word “to’ and insert the word “who,” so that it would 
read— 
who serve as an advisory committee or other advisory panel or group— 


and at that point insert the following words— 


or who act in concert in any way. 


That is in line 9, right after the word “group.” Insert this addi- 
tional language: “or who act in concert in any way”—shall be sub- 
ject to the following minimum standards. 

Mr. Brown. Are you sure that that language will do what you want 
it to do? That would not include somebody who meets down at the 
township house and acts in concert saying that this or that ought to 
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be done? In other words, are you sure that refers back only to those 
who have been named ? 

Mr. Fascety. Well, I believe it does. If there is any question about 
it, we will see that appropriate language is put in. 

Mr. Brown. I think we ought to be certain that the language will 
do what. you want. 

Mr. Fascetx. Right. 

Mr. Brown. I think it is all right if it applies to anybody who has 
been named and has an official status, but we have a lot of unofficial 
advisers around here that meet quite regularly in every community 
in the country. 

Mr. Fascety. [t is not the purpose of this legislation to affect those. 

Mr. Brown. I know it is not the purpose, but I am afraid that some- 
body might say that if you meet and try to give advice to some agency 
of the Government, or to the Congress, you will be under the law. 

Mr. Fascetn. We were trying to enlarge the words “committee, 
panel, or group.” 

Mr. Montcomery. Would the words “who act pursuant to such 
authority” do it? 

Mr. Fasceti. That might be better language. 

Mr. Brown. I think that that would be better. 

Mr. Fascetx. That is better, I think. 

Mr. Brown. Or act—— 

Mr. Fasceiy. Pursuant to such authority. 

Then, reading on down, starting at line 11, I would strike out all of 
the first requirement there because it is a repetition of the present law. 
If you will refer to the code there, Mr. Brown, you will see what I have 
reference to. Requirement No. 1 says: 

There shall be statutory authority * * * 


The law we are amending is the statutory authority because it says 
that the expert shall be hired when it is provided for by an appropria- 
tion or other act. 

So this paragraph 1 would be a repetition of what is already in the 
basic legislation that we are amending. 

Then, typographically, in line 23, reading, “Provided further,” 
that should be pulled out and made a separate paragraph instead of 
a proviso of the fifth standard. 

Mr. Brown. Let us get that again. 

Mr. Fasceitit. Down on line 23, at the words “Provided further,” 
begin there a new paragraph rather than as an integral part of stand- 
ard No. 5. 

Mr. Brown. And start with— 

That the President of the United States * * *. 

Mr. Fasceit. No. Make that read as a paragraph instead as part 
of No. 5. 

Mr. Brown. I get you. 

Mr. Fasceti. Now, over on page 3, reading on line 6, 
ind provided further, That the President shall cause to be printed and trans- 
mitted to the Congress * * *— 

I would suggest that the words “and transmitted to the Congress” be 
stricken out. We have so many reports being transmitted to the Con- 
gress now, and all that would mean would be that the agency would 
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print up a report which would be available at their departments for 
anybody who would want it. 

Mr. Brown. Do you want to make them print it, or could it be 
mimeogr aphed or something like that? How about the words “be 
pr epared” instead of pr inted ? 

Mr. Fasceti. That is all right with me. Strike out the word 
“printed” and insert the words “be prepared”. 

Mr. Brown. “Annually a report.’ 

Mr. Fasce... And strike out “transmitted to the Congress,” and on 
line 8, after the word “a”, insert the word “public”. 

Mrs. Harpen. I did not understand that last change. 

Mr. Fascetn. On line 8, it will be a public report. Then that 
proviso would read as follows: 

Provided further, That the President shall cause to be prepared annually a 
public report detailing * * *. 

Those are all the ones that I have, Mr. Chairman. Then, of course, 
the standards should be renumbered. You would end up with four 
of them. 

Chairman Dawson. Members of the committee, we have with us to- 
day a legislative group from the Women’s Club of Dundalk, Md. 
Mrs. Richard White is the chairman. They are constituents of Con- 
gressman Devereux. They are here to observe the Congress in action. 

This is a subcommittee of the Government Oper ations Committee. 
We are considering legislation to seek to control the thousands of 
advisory committees that have been set up by the Government agencies 
through the years and now function without any legislative control 
whatsoever. 

Mr. Fascell, the gentleman who is testifying—Congressman Fas- 
cell, of Florida—is the author of the bill. The gentleman doing the 
questioning is Mr. Clarence Brown, of Ohio. The good-looking lady 
who sits here looking after the affairs of your sex is Mrs. Harden, 
of Indiana. Here sits the majority leader of the House of Repre- 
sentatives, Mr. MeCormack, of Massachusetts, and there sits Mr. 
Michel from Illinois. 

We are happy to have you with us. 

Do you have any questions now, Mr. Montgomery ? 

Mr. Montcomery. Not at this time. 

Mr. Fascety. Is the General Accounting Office going to testify this 
morning 

Chairman Dawson. They are going to testify next. Do you have 
any questions to ask of Mr. Fascell ? 

Mr. Montcomery. No. 

Chairman Dawson. Thank you very much. 

Mr. McCormack. I am just curious to find out the purpose of the 
bill. 

Mr. Fascert. We found out that there were over 5,000 advisory 
committees being used as a management tool in the executive branch 
of the Government. Back in 1951 the Department of Justice recom- 
mended certain minimum standards for the operation of these com- 
mittees which are incorporated in this bill. We have not met. with 
too much success in getting the committees to adopt the minimum 
standards. We found out only about 600 were in some way using 
the standards, so the purpose of this law would be to write the stand- 
ards. 
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Mr. McCormack. And you are just confining it to the executive 
branch ¢ 

Mr. Fasceiz. Yes. 

Chairman Dawson. Thank you very much, Mr. Fascell. 

Mr. Brown. Before the next witness starts I would like to ask to 
be excused because we have a Rules Committee being called at the 
instigation of the gentleman from Massachusetts, who wants some 
legislative fodder for the mill, and we have a number of bills pending. 
May I suggest that we not take action in executive session today, but 
get. together at some convenient time to consider it ? 

Chairman Dawson. That will be done. 

Mr. Brown. That will give an opportunity to the author to dis- 
cuss with the Rules Committee authorities, and others, the question 
of the “whereases.” 

Mr. Fasceii. As far as I am personally concerned, I am ready to 
strike the “whereases” right now. I never have believed in legisla- 
tive whereases. 

Mr. Brown. I am hoping that our committee will not sit during the 
session today because we have an important bill up. I am sure that 
there are certain sections of that bill that the chairman will want 
to be present on. 

Chairman Dawson. I think we will finish up this morning. We 
will meet later in executive session—probably next week. 

Mr. Brown. Let me suggest one other thing, if we report on this 
let us report a clean bill. 

Mr. Fascentn. I agree. 

Chairman Dawson. Our next witness will be Mr. C. P. Friend 
of the General Accounting Office, accompanied by Mr. Simmons 
B. Savage, Jr. 


STATEMENT OF C. P. FRIEND, LEGISLATIVE ATTORNEY, GENERAL 
ACCOUNTING OFFICE; ACCOMPANIED BY SIMMONS B. SAVAGE, 


JR., DEPUTY DIRECTOR, CIVIL ACCOUNTING AND AUDITING 
DIVISION 


Mr. Frienp. I have a very short statement that I would like to 
read, 

Chairman Dawson. The General Accounting Office is an arm of 
the Congress, and they cooperate with us in evaluating legislation, 
and they are represented by Mr. Friend. 

Mr. Frienp. Mr. Chairman and members of the committee, I am 

legislative attorney in the Office of the General Counsel, General 
Accounting Office. My name is C. P. Friend. 

I have with me Mr. Simmons B. Savage, Jr., Deputy Director, 
Civil Accounting and Auditing Division. 

On March 1, 1957, we reported favorably on H. R. 3378, and sue- 
vested certain technical changes. At this time we would like to 
suggest a further change, namely, the addition of the word “salaried” 
after the words “full-time” appearing in proposed standard No. 3, 
line 18, page 2 of the bill. The reason for this is to prevent the 
advisory committees from being headed by persons serving in the 
(rovernment without compensation, the so- -called WOC’s, who actually 
may still be receiving compensation from private companies. This 
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suggestion appears to coincide with the interpretation given by the 
Department of Justice to the language “full-time Government offi- 
cials.” See page 77 of interim report of the Antitrust Subcommittee 
of the Committee on the Judiciary, House of Representatives, 84th 
Congress, 

Concerning advisory groups in general, the committee may be in- 
terested in knowing that. the General Accounting Office is in the 
process of revising its comprehensive audit instructions which will 
include an expansion of the instructions relating to our review of 
the operations of advisory committees. Among other things, we 
propose that our audit will embrace a review of compliance with the 
standards set forth in H. R. 3378, if enacted into law. 

Chairman Dawson. Mr. McCormack. 

Mr. McCormack. When do you expect your audit to be completed ? 

Mr. Savace. Mr. McCormack, I think as I testified last spring when 
we were up here before this same committee, it was explained 

Mr. McCormack. I mean revising your comprehensive audit in- 
structions. I am confining my rem: irks to Mr. Friend’s observation. 

Mr. Savage. We are attempting to relate those instructions to this 
particular legislation, among other things, and I would say by the 
time the legislation is acted upon, and if successful, why, we would 
have our instructions ready soon thereafter. 

Mr. McCormack. And in connection with your process of revising, 
are you looking into some of these advisory committees as to whether 
or not there is any marked violation of what should be a code of 
ethics, or moral operation, even without regard to existing law? 

Mr. Savace. Mr. McCormack, that is a ‘fairly difficult area. We 
propose to expand our instructions to go into the operation of these 
committees from the standpoint of legal authority and in compliance 
with any standards that might be set, and to review the product to 
the extent of our ability. Just how we will be able to get into the 
end product, because of the technical nature of some of the work of 
some of these committees, I do not know. For example, in the atomic- 
energy field there are quite a few committees in that area, and we are 
not competent to appraise the results of committee reports in these 
and many other fields, but we would review the operating procedures 
and would attempt to determine whether they would meet the stand- 
ards we would be capable of appraising. 

Mr. McCormack. No further questions. 

Mrs. Harpen. No - papa 

Mr. Fascett. Mr. Savage, is it not true at the present time that the 
General Accounting Office really cannot audit these committees in 
the manner in which you propose since it would have nothing against 
which to measure the operations of these committees without this 
legislation ? 

Mr. Savacr. That is true. 

Mr. Fascetx. Therefore, in order to expand your audit instructions, 
you would have to have a basis upon which you could judge operations. 

Mr. Savace. That is very true. 

Mr. Tibi, This legislation would give you that opportunity ? 

Mr. Savage. That is true. I think, as I testified last year, most of 
these committees that are comprised of WOC’s , so called, since they 
are not on the Government payroll, and since no payments have been 
made to them in many instances, they have not been the subject of 
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our review. That is one of the things that we are going to expand 

Mr. Fascetnt. Mr. Friend, I think that the amendment is a fair and 
proper amendment of the language, and I am very pleased to see the 
General Accounting Office is prepared to implement the legislation 
as soon as it is passed. We would then bring all of these committees, 
some 5,000 of them, under the scrutiny of the General Accounting 
Office. 

Mr. Frrenp. We thought that there should be some control of them. 

Mr. McCormack. May I pursue a little further? It has been called 
to my attention that the provisions of the present law permit the 
appointment of advisory committees, and that is just contained in a 
few words in Public Law 600; is that right? 

Mr. Frrenp. Public Law 600; yes. 

Mr. McCormack. And that is also the authority under which not 
only advisory committees are appointed, but consultants are em- 
ployed and management firms hired ? 

Mr. Frienn. That is right. 

Mir. McCormack. This bill does not go to consultants or man- 
agement firms, does it ¢ 

Mr. Frienp. No. This just touches on the advisory committees. 
Of course, the advisory committees might be composed of expert con- 
sultants, but what I think you have in mind is the hire of experts and 
consultants, or management firms, individually as is the practice now. 

Mr. McCormack. That practice has extended itself quite consid- 
erably in recent years, has it not ¢ 

Mr. Frrenp. Yes; it has. 

Mr. McCormack. Will you prepare for us for the record a number 
of management firms that have been employed in the present and past 
administrations, in the last 8 years, so that there can be a fair com- 
parison, and the amounts that have been paid to them? Can you do 
that ? 

Mr. Frienp. We do not have that information, Mr. McCormack. 
I think the Civil Service Commission has it. I think they gave that 
to the committee at one time, if I am not in error. 

Mr. Potanp. We do have information from all of the agencies and 
departments on the use of management firms and consultants on a 
contract basis dating back to 1953. We do not have any figures going 
back further than that. 

Mr. McCormack. I just wanted to call attention to the fact that 
there is a broader field here than merely advisory committees. This 
bill will not enable the Congress to be advised except through news- 
papers when contracts are made with management firms. There was 
$240,000 recently spent from the President’s fund to survey the Gen- 
eral Services Administration. The Department of Defense spent 
about $1 million on the Heller Associates survey a few years ago. 
There was a VA survey that cost about $500,000. I do not think 
that survey was even acted upon. 

Chairman Dawson. I wish to state to the Congressman that we 
have that information in the files as a result of the questionnaires 
that we sent out last year and upon which this legislation in part is 
based. 

Mr. Fascetn. I might add, in partial answer to the very proper 
remarks raised by the distinguished majority leader, this is certainly 
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a proper field for this subcommittee. We have it under considera- 
tion. Obviously, it is not a matter touched by this legislation. It 
is certainly something the Congress should interest itself in, because 
of the increased use of the idea of private contractors for manage- 
ment purposes. 

Mr. Savage. I would like to clarify the remark I made with re- 
spect to when we will be able to implement these revised instruc- 
tions. What I was referring to was the fact that we will have our 
instructions prepared, but we intend to implement those instructions 
as a part of our regular audit work in the various departments and 
agencies, and, due to personnel limitations and so on, it would not 
necessarily mean we would "be getting into all of the agencies all at 
one time in order to look into the question of advisory committees. 
It would be integrated as a part of our regular auditing work in 
the various departments and agencies. 

Mr. McCormack. I assumed that was implied in your previous 
answer. 

Mr. Savace. I just wanted to clarify that. 

Mr. McCormack. Do you feel, under the bill, that the General Ac- 
counting Office would have authority to step into these agencies and 
see, if this should become law, that the minimum requirements set 
forth are at least complied with ? 

Mr. Savacr. As to whether we would have authority to 
those ? 

Mr. McCormack. Yes. 

Mr. Savage. Well, I think that is a legal question. 

Mr. Frrenp. | think we would. I do not think the agencies would 
require specific authority to see they were following the law. 

Mr. McCormack. The authority under existing organic law ? 

Mr. Frrenp. Yes. 

Mr. McCormack. All right. 

Chairman Dawson. I would like to say to Mr. McCormack, in the 
recommendations made as a result of the study, there appears on page 
26 of this report: 


go Into 


_ 


Further study should be made of the use of nonperosnal services, contracts by 
by the agencies. Legislation may be required particularly for establishing a 
limitation upon the amount which may be paid to organizations of experts and 
consultants. 

That is another matter we have before us that we did not complete as 
a result of these questionnaires. 

Now, as to the extent of the compensation, that is not dealt with in 
this bill, is it? 

Mr. Fasces.. No, sir. 

Chairman Dawson. It is a matter that we recommended that we 
look into further as a result of the studies embodied in the volumes 
before you. 


Mr. McCormack. I did not raise the question for the purpose of this 
bill. I realize that is another subject. We should take this step by 
step. I would want to explore it in order to arrive at an objective con- 
clusion. There might be justification for it. I realize the executive 
branch has to employ managerial firms at times. Whether overempha- 
sis is made or not, 1 am not prepared to say. The thought entered my 
mind that, if a bill were drafted and enacted into law requiring the 
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agency of the executive branch to come and contract with a managerial 
firm for a surve y, prior to its actual execution appropriate committees 
of the Congress might be advised—not approve or disapprove. I will 
not raise that question, because that does raise a constitutional ques- 
tion. I recognize that. I realize it would raise a constitutional ques- 
tion _? us to pass a bill and then have it operative only when we ap- 
prove it, but the other thing of advising us, getting some expression 
of our views, Is an entirely different proposition. That might be some 
sort of a check. At least it would let them know that the light of 
publicity is directed prior to the actual appointment, after which it 
is too late because he contract is made. I say that without criticism 
of any administration. I am talking about a general proposition now. 
Something along that line might be considered. 

Mr. Fascett. There is a great deal of merit in making known the 
fact that these contracts are about to be entered into, at least to the 
Congress anyway. 

Chairman Dawson. You may recall the poll that was taken in order 
to influence Congress about the Post Office Department. There was 
a firm that went out and presented a certain question throughout the 
country in order to get a poll, and the way the questions were directed 
there could be only one answer made to them. A large sum of money 
was spent to get such a poll made. 

Mr. Monrcomery. I would like to explore further with Mr. Savage 
the compre ee audit instructions which are now in the process of 
preparation. Under your present procedure, as I understand it, you 
have not developed a comprehensive-audit approach to this proble m ¢ 

Mr. Savacr. Not specifically. Our instructions do not specifi- 
cally cover this subject. 

Mr. Monrcomrry. Your activities in the past have been largely 
confined to the financial aspects ? 

Mr. Savace. To the payment aspects and the legality aspects, and 
whether or not there was a specific law under which the money was 
paid out, whether it was per diem, or salary, or whatever the actual 
payment might be or cover. 

Mr. Monreomery. So, in the case of an advisory committee com- 
posed of those who received no compensation, and a lot of them 
received no expenses, there would be no area into which you would 
have occasion to examine ? 

Mr. Savacr. That is right. Generally, our emphasis has been 
related to expenditures, or the relative amount of expenditures, rather 
than to the significance of what the various committees, such as the 
advisory committees, have been doing. As a result of that, we have 
done very little in the field of advisory committees. 

Mr. Monrcomery. In your new approach to this problem, as will 
come out of the instructions now in the process of preparation, I 
assume vou will take a broader look at this whole situation ? 

Mr. Savacr. That is right. We want to be more responsive to the 
expressions of this committee and the Congress as a whole, and also 
to cover this area more appropriately than we have in the past. 

Mr. Monrcomery. In the event this bill does not become law, do you 
have plans to continue with a comprehensive audit approach ? 

Mr. Savace. We would expand our instructions in relation to the 
legal situation that would prevail at that time, and we would still in- 
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tend to expand our instructions into this area to the extent that the law 
would permit us. 

Mr. Montcomery. If the bill becomes law, then it will enable you 
to examine into the agendas established by these committees, the 
minutes of the meetings, the type of recommendations made, or any 
matter pertaining to overall management of that part of the agency’s 
——— 2 

Mr. Savace. That is right. That is our feeling, and Mr. Friend, 
I think, indicated he felt that this would give us the authority to do so. 

Mr. McCormack. After the fact, or before the fact? 

Mr. Savace. Generally after the. fact, sir. 

Mr. Monrcomery. Do you not feel that you actually have authority 
now to get into that area, but because of the unavailability of informa- 
tion on these committees you are wnable to perform a comprehensive 
audit ? 

Mr. Savace. I think that is probably right. The authority is prob- 
ably in the general legislation per taining to the General Accounting 
Office. 

Mr. Monreomery. Then you would say this would be a very mini- 
mum type of control necessary for the functioning of these commit- 
tees? 

Mr. Savace. Well, I will answer it this way: we could go beyond 
these particular standards in our review. 

Mr. Montcomery. And in your reporting responsibility under this 
bill if it becomes law, you would report to the Congress the : activities 
of these committees, the type of advice that the committees are giving 
to the departments, and so far as you are able to determine, the ac tion 
taken upon that advice. 

Mr. Savace. Our instructions have not been finalized and there are 
certain areas that we have not actually agreed on, but I would say in 
general that we would report to the Congr ess on any area in which we 
felt the Congress would have an interest. Specifically, I think that 
would have to relate to the specific situation that we ran into in a 
specific agency or department. 

One of our objectives would be to report to the Congress matters of 
significance in this area that we felt should be called to the attention 
of the Congress. 

Mr. Montecomery. Mr. Chairman, that is all I have on this particu- 
lar subject matter. If any members of the committee have other ques- 
tions, I will yield to them. I would like after that to direct some 
questions to Mr. Friend. 

Mr. McCormack. Would you report to the Congress, or wait until 
some committee asked you to report? 

Mr. Savace. It is our general policy, Mr. McCormack, to report to 
the Congress. 

Mr. McCormack. I just wanted that for the record. 

Mr. Savace. Yes. 

Mr. McCormack. I was not disputing you. I wanted the record to 
show clearly that. Frequently we have to go back to the record to find 
out what the intent was. 

My memory has been refreshed that about 4 years ago the General 
Accounting Office submitted a bill, or suggested a bill, that surveys 
could not be made unless the General Accounting Office stated that it 
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needed to be done, that Government employees were not available to 
do the job, and the results of the surveys by so-called management 
engineers, and so forth, would be reported to the Congress. It that 
correct? Do you remember that? 

Mr. Frrenp. I am not familiar with that, Mr. McCormack. It 
might have been. 

Mr. McCormack. Has the General Accounting Office considered 
recommending anything be done about the hiring of so-called manage- 
ment firms ¢ 

Mr. Frienp. I think, Mr. McCormack, last year we testified before 
this committee and we indicated we thought possibly the Congress 
should require the agencies to come up here and ask for funds to have 
manage ment surve ys and in that way the Congress would have some 
control over them. We tiiought maybe this public law 600 should be 
amended to that effect. I can see the point that you made while ago, 
that you wanted it publicized, would be a form of control. 

Mr. McCcraracx. In other words, your suggestion would be that 
any funds appropriated to any agency or depart: nent could not be 
used for the purpose of making a contract with any management firm 
unless it was authorized and appropriated for that specific purpose? 

Mr. Frrenp. Yes. 

Mr. McCormack. That might be a little tight. There might be 
occasions when the department, or the agency, might be justified and 
they would have the funds available. 

Mr. Fruenp. You might run into that situation ; yes. 

Vir. McCormack. In other words, perhaps there should be some 
vasonable flexibility that could be arrived at. I just picked that 
thought out of the air as I was sitting here thinking. I am not com- 
nitted to the thought. I know it has value. That does not impugn 
the motives of anyone. It will keep the appropriate committees of 
Congress advised, like Public Works. In the Department of Defense 
acquiring, leasing, transferring, and disposing of real estate surplus, 
they have to report. to the Committee on Armed Services. The Armed 
Services does not per se have the power to approve or disapprove, 
but the transaction does not become effective until so many days 
after a report is made and the DOD “shall come into agreement” 
w with the committee, and so gives the Armed Services Committee, or 
‘I n SLPTOpri ite committee an opportunity to look into it and to express 
its views, and the views expressed usually are followed when they 
are in conflict with the agency or department. Usually the agency 
or the department will give profound consideration to the views of 
the committee. The General Services Administration advises us be- 
fore they will sell certain property. 

Mr. Potanv. They advise us on negotiated sales. 

Mir. McCormack. They are not consummated until after a certain 
period after this committee is advised, and the same committee in the 
Senate. That has had a salutary effect, I would say. 

Mr. Savacr. Another approach might be from the point of view of 
setting a limit, that the agencies would not be authorized to expend 
above a certain amount without making a disclosure to some appro- 
priate committee of Congress in order that you would not get into the 
areas involving small: amounts, and that sort of thing. 
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Mr. McCormack. You see in practical operation, if they have to 
report to a committee, or at least advise a committee, those things are 
ironed out very quickly. Usually those things are all right. They 
can sit down wtih a committee. The committee does not have to wait 
the full time to indicate its disapproval. In other words, the time 
limit is for the purpose of the committee indicating disapprov al in 
whole or in part. If they approve or the end of the period runs by, 
there is an implicd approval. 

There would not be too much difficulty, if there was any urgency 
for a survey starting before, say, a 15- or a 30-day period tr anspired, 
for the representatives of the agency or the department involved to 
come to the chairman of a committee and have it looked into so they 
could proceed forthwith. 

Chairman Dawson. I am going to ask Mrs. White if she has any 
questions. 

Mr. McCormack. May I say to the lady or the ladies who are visit- 
ing us that you have an unusual opportunity extended you by our 
beloved chairman, whom we all esteem and have a great affection for, 
and who is one the greatest legislators in Congress, and who is an 
outstanding chairman. I have never seen that suggestion made by a 
chairman in the 29 years that I have been here, and I think it is an 
excellent. one. 

Mrs. Wurre. I wonder if we might have a short history of the bill. 
It might clarify some things. 

Mr. Fasceti. This committee undertook studies last year that were 
quite extensive. The testimony represents three bound volumes on 
the table. Fortunately, in Congress—contrary sometimes to a popu- 
lar misconception—we act very thoroughly, deliberately and carefully 
and only after we have had expert testimony and other testimony for 
and against whatever it is that we have under consideration do we 
act on a bill. The vesult of our studies indicated that the executive 
branch of the Government, that is, the President and his departments, 
were making use of advisory committees. These committees would 
meet on certain subjec ts and then advise a department head. It is a 
tremendous operation, and he has very good use for these advisory 
committees. We found after our studies that we had over 5,000 of 
these committees. There was no centralized control or regulation of 
them. Many of them met and had no agenda. They kept no minutes, 
We do not know what their recommendations were. There were 
possibilities of violation of law that the Justice Department was 
interested in. There were things Congress would be interested | 
None of those things were available. Out of the 5,000 committees 
only 600 operated within any degree of formality, and that is what 
we seek to Incorporate In this legislation. 

A few years ago the Justice Department went into this subject and 
decided we should have some kind of minimum regulation for the 
operation of these committees, that they should have agendas, they 
should have regular meetings at the call of the Government officials 
who were seeking their advice, that they would keep complete min- 
utes, that they would be only advisory, that they would just make a 
recommendation, and then it would be up to the Government officials 
to act or not to act as they saw fit. This legislation would write the 
basic standards into law and all the committees would have to follow 
that. 
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Mrs. Wirtre. Thank you. 

Mrs. Harven. I greatly appreciate the fact of our distinguished 
chairman introducing you ladies this morning and giving you an 
opportunity to partic ipate in our hearings. I am very happy to 
welcome you to the hearings. I think it proves how interested women 
are in legislative affairs. Iam happy to have you here. 

I do have a question, Mr. Chairman. I would like to ask Mr. 
Friend, who would determine, and how would it be determined, which 
of these various committees you would take a look at, or scrutinize? 

Mr. Frrenp. Well, I think that we would determine to take a look 
at. practically all of them that were advisory. If they were a com- 
mittee set up to advise the department or agency, I think we would 
take a look at them. 

Mrs. Harpen. There are so many of them. That is the point that 
[ am making. 

Mr. Frrenp. I do not think we would try to take a look at each one. 

Mrs. Harper. How would you determine? 

Mr. Savace. May I try to answer that? When we would go to a 
particular agency, this would be one factor or facet. of the operation 
of an agency that we would look into. 

We would make an initial survey as to how that particular agency 
was operating in this particular area, what rule and regulations they 
had established in addition to possibly what was spec ific: ‘ally provided 
by law. We would make a general review and on the basis of that 
review, if we found that that particular agency was generally operat- 
ing in a satisfactory manner, consistent with law and consistent with 
good practice and in the interest of the Government, and so on, we 
probably would curtail our review, or we would limit our review to 
those that we had originally selected. On the other hi and, if we found 
the agency was not following good, sound practices in this area and 
was not consistent with existing law, we would probably expand it 
and at that stage of the game we might also, depending upon what 
the situation was, decide that it would be an appropriate time to make 
a report to the Congress on this particular phase of the agency’s 
operations. In other words, we would not wait until we had com- 
pletely reviewed all the operations of that particular department to 
report on one part of it if we felt there were significant findings of 
sufficient value to be reported to the Congress. 

Mr. Fasceitt. Then the General Accounting Office, if this bill be- 
comes law, would take on this additional duty in the regular course 
of its audits now being conducted ? 

Mr. Savace. That is right. 

Mr. Fascens. And the determination of whether the agency was 
meeting the requirements of this law would be a very little added 
burden t upon the General Accounting Office. 

Mr. Savage. Relatively speaking, yes 

Mr. Fasceun. In other words, it would not result in substantially 
increased costs as far as the operation of the General Accounting 
Office is concerned / 

Mr. Savaae. No. 

Mr. Pouanp. I was trying to recall whether the amendment you 
suggested, the insertion of the word “salaried” before the word “full- 
time,” had been presented to the committee or not. 
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Mr. Fascetu. It has. 
Mr. Montcomery. Mr. Chairman, inasmuch as we are dealing with 
erhaps one of the most technical provisions of law, section 15 of | 

Public Law 600, it occurs to me that it would be helpful to the com- 

mittee, particularly in deciding on the propriety of the language 

amendments that have been suggested here this morning, if we could 

ask Mr. Friend—who, by the way, I know personally to be an outstand- 

ing expert on this type of administrative law—to explain to the com- 

mittee just what section 15 of Public Law 600 does now and what the 

effect would be if this amendment, which is actually a proviso to that 

section, were added. Just what does section 15 of Public Law 600 

do as it is presently written ? 

Mr. Frienv. Well, the law states that when authorized in an appro- 
priation, or other act, a department or agency may procure these ex- 

erts and consultants. There has been some question—I know we 
1ave discussed this from time to time—whether sectidn 15 actually 
was the authority under which 

Mr. Monteomery. The sole authority. 

Mr. Frrenn. The sole authority under which these experts and con- 
sultants were employed. In other words, if an agency did not have 
authority in an appropriation or other act, then could they hire ex- 

erts and consultants? Now, we have not ruled on that in our office, 

ut I am of the view that it does constitute the sole authority. Tagree 
with Congressman Fascell here. 

Mr. Monteomery. You do not think that it is necessary to have im 
plementing authority in an appropriation or other act? 

Mr. Fascetu. He does. 

Mr. Frrenp. Oh, yes. 

Mr. Montcomery. I am sorry. I misunderstood you. 

Mr. Frrenp. I think that was your point too, Mr. Fascell. 

Mr. Montcomery. Now, Mr. Friend, the amending language, pro- 
posed by Congressman Fascell beginning on line 11 would strike the 
first standard from the bill. That is the one which requires statutory 
authority for the employment or the creation of these advisory com- 
mittees. I assume from your testimony you believe that if that stand- 
ard is stricken there will still be a requirement in the first part of 
section 15 that there be authority in an appropriation or other act? 

Mr. Frrenp. Yes. 

Mr. Monrtcomery. Is that your view? 

Mr. Frrenp. That would be my view. 

Mr. Monteomery. Will you tell the committee what the usual prac- 
tice has been over the years in procuring the implementing authority 
by the department ? 

Mr. Frrenp. Well, there have been a few that have had that au- 
thority in their organic acts, but, by and large, the departments 
usually get that language in their appropriation act. I do not think 
there are very many now that do not have that authority to hire under 
section 15 of the Public Law 600. I do not think any question ever 
has been raised by the Congress in regard to giving them that au- 
thority. Practically everybody that asks for it gets it, so they could 
very easily obtain that authority if they do not have it. 

Mr. Montcomery. Then, in effect, this section constitutes a statu- 
tory authority, already on the books, for the utilization of advisory 
committees, subject only to the standards proposed by this bill? 
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Mr. Frrenp. I am inclined to the view it would. 

Mr. Fascetn. And further subject to the requirement that it is au- 
thorized in an appropriation or other act. 

Mr. Frrenp. Yes; that is understood. 

Mr. Pincus. Mr. Chairman, I do not know whether this is a ques- 
tion or a statement, but, in view of our past studies, I think that I 
would like to suggest that the committee reconsider the ae 
of dropping what is now No. 1 in line 11 at page 2 of H. R. 337 

Mr. McCormack. We have not acted on it yet. 

Mr. Pincus. The reason that I make this observation is that section 
15 now says that the head of a department may hire experts and 
consultants when authorized in an appropriation or other act. eh 
when Judge Barnes testified before this same subcommittee last yea 
on this subject, and in our continuing study of this problem, his Seel- 
tion was that the mere general authority in an act authorizing a head 
of a department to perform certain functions by inference and by 
implication gave him the authority to establish advisory committees. 

Now, for example, his position came down to this—that when the 
Congress passes a statute saying that the Secretary of Agriculture 
shall carry out a certain program and makes no mention whatever in 
specific terms of advisory committees, there is an implied authority 
given to the head of that Department, the Secretary of Agriculture, to 
establish any advisory committee that he deems necessary to help him 
in carrying out these functions. Therefore, if it is the desire of the 
committee to provide in this legislation that there shall be specific 
statutory authority for the creation of advisory committees, it would 
be necessary, in my opinion, from a legal point of view, since the 
position of the Department of Justice is already on the record, to 
provide in this bill, and subsequently in the law, if enacted, something 
along the lines of the present No. 1 on line 11, perhaps amended to 
read, “There shall be specific statutory authority for the employment 
of such committees,” and that is the desire of the Congress. 

Mr. Fascetx. I appreciate your point. I have also been struggling 
with that same problem. W hether or not an inference exists under an 
organic act or not, is not removed by the fact that you pass, or amend, 
an existing statute. This legislation is a proviso, and you have to 
read that proviso in relation to the first sentence of this section. I do 
not see how you can read it any other way. 

Mr. Pincus. Then perhaps the language ought to read “notwith- 
standing any other provision of law, there shall be specific statutory 
authority. ” Iam just suggesting if that is the desire and intent of 
the legislation. Otherwise you are still in the same position that the 
Executive maintains is the situation today, and that is that they can 
create any advisory committees any time they so desire so long as they 

are carrying out a statutory function, whether or not that statute 
mentions any particular advi Isory committee or not. 

Mr. Fascett. You are still going to be faced with the problem under 
a legal interpretation of the ‘right under an organic act to hire or to 
use an advisory committee, despite what you do here, and that will be 
a matter for the Justice Department or the Comptroller General or 
somebody to make that determination, unless we say specifically that 
we exclude all other laws. 

Chairman Dawson. Should we say specifically “notwithstanding 
any other provision” ? 
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Mr. Frrenp. It certainly would resolve any doubt. 

Mr. Pincus. Congress can prescribe the conditions regarding the 
manner in which these are set up, and, if Congress so desires, I think 
it can be done legally, but that is a matter for the decision of the 
committee. 

Mr. Monveomery. In order to highlight this point, we might ask 
Mr. Friend concerning the provisions: of title 31, section 673, of the 
United States Code, which provides, in effect, that no appropriated 
funds shall be available ew payment of expenses of commissions, 
councils, boards, et cetera. Now, Mr. Friend, will vou tell the com- 
mittee just what has occurred with respect to that legislation as a 
control measure because of this very point we have been discussing. 

Mrs. Harpen. Pardon me, will the gentleman yield?) Mr. Chair- 
man, may I be excused’ I have another committee sitting at this 
hour. 

Mr. Frienp. Well, under that statute, it has been held that the 
language authorized by law appearing therein does not mean a specific 
statute. In other words, if you have general authority to carry out 
a particular function and you can tie your committee in with that 
function, then, apparently, the statute doesn’t operate. Now, in our 
decisions we have tied it down a little bit in that I think we have 
said if it involves duties that could only be performed by a com- 
mittee or duties which could best be performed by a committee, then 
it was all right. 

Mr. Montreomery. In other words, what you are saying is, in view 
of that interpretation, it om lost its effect as a real control. 

Mr. Frrenn. I think so. I don’t think it is really very effective, 
itself, 

Mr. Fasceni. May I inquire of Mr. Friend now. The head of any 
department when authorized in an appropriation or other act may— 
et cetera. Now what does the language in this statute have to do 
with the right of a department head to hire under an organic act 
in order to perform the duties because, in answering that question, 
we answer the other one at the same time. It is completely analogous. 

Mr. Frrenp. Yes; the same thing would apply. 

Mr. Fascetn. Now, what restriction does this present statute, see- 
tion 15, put on the department head when he is hiring? 

Mr. Frrenv. Well, I might say we have had arguments about 
that, and we have just never passed on that question. I personally 
am of the view that, if they don’t have the authority in the appropria- 
tion or other act, they just can’t hire experts. 

Mr. Fascetn. O. K. Now, that indicates to me that the question 
has arisen many times, but it has been very delicately circumvented, 
because somebody recognized—I don’t mean you—but somebody rec- 
ognizes the right of the department head to hire these people, re- 
gardless of what the statute said. 

Mr. Frrenp. I just don’t think anybody has ever raised the question 
on that before. As I said before, practically all of the departments 
get this authority. 

Mr. Fascert.. In their appropriation or otherwise. Is is a moot 
question? Are there agencies which don’t have the authority in an 
appropriation or other act but are getting the authority from an 
inferred power under an organic act / Maybe we should do some- 
thing about that. 
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Mr. Frienp. I think there is one I can recall. Maybe Mr. Savage 
could help me on this, and that is the Tennessee V alley Author’ ity, 
but they have, as you know, awfully broad language in their organic 
act which might permit them to do this in any ‘event. 

Mr. Fasceii. Now supposing, in view of this discussion, suppose 
section 15 would read: 


The head of any department, when authorized in an appropriation or other 
act 


et cetera, and then we get down to this proposed legislation— 


Provided, however, That the activities and functions of the experts or consult- 
ants— 


relating back to the right to hire under the basic section— 


procured under the authority of this or any other law, who serve as advisory 
committee— 


et cetera— 


shall follow the minimum standards herein. 

(1) There shall be specific statutory authority for the employment of such 
committees notwithstanding the provisions of any other act. 

Mr. Frienp. I think that would really tie it up. 

Mr. Fasceitn. But what does that mean ? 

Mr. Pincus. That means, Mr. Fascell, if I may inject, that the Con- 
gress has occupied the area by statute which it can do under the Con- 
stitution, that Judge Barnes was undoubtedly right, legally, that as 
long as Congress hasn’t specified the detail under which these authori- 
ties now in law can be exercised by the heads of departments, there may 
be some discretion left by the Congress but if the Congress wishes to 
remove the discretion and say you can’t have an advisor y commission 
unless we specifically say you can, there is no question about that 
being within the prerogative of ‘the Congress. 

Mr. Fascets. I understand that. Mr. Friend, is it your understand- 
ing that this language proposed here—there shall be specific statutory 
authority for the employment of such committees notwithstanding 
the provisions of any other act—would eliminate the right to employ 
such a committee as a matter of inferred power by law under the 
Organic Act, and would require the department then to get either 
specific approve al under an appropriation act. or special legislation to 
do the job? 

Mr. Frienv. That would be my view, that is right. 

Mr. Fasce.n. Well, if that is your view, and there seems to be a 
problem there that such an inference can be raised and is being raised 
under the Organic Act, then I would agree that standard should be 
amended and left to read that way in the bill , especially since there is 
no problem in coming to Congress and getting that authority in an 
Aare lation act. 

I don’t think it would be an undue burden. Therefore, I would 
suggest that the No. 1 standard on line 11, page 2, would read ‘that way, 
but I would definitely strike out the remaining words in the present 
legislation which read, “or there shall be an administrative finding”, 
because that gets right around it again and we have opened it up. 

Mr. Potanp. And, Mr. Fascell, would you make th at read there 
shall be statutory authority for 

Mr. Fascei. Strike out employment. 











22 AMENDMENT TO ADMINISTRATIVE EXPENSE ACT OF 1946 


Mr. Potanp. Procuring the utilization. 

Mr. Fasceii. There shall be specific statutory authority for—what 
is the word that 

Mr. Potanp. Right in the section before you there. 

Mr. Pincus. For the activities and functions procured—— 

Mr. Potanv. Procuring the utilization; isn’t it? 

Mr. Fasceir. It doesn’t read that w ay. 

Mr. Pincus. For establishing and utilizing, I think, would cover the 
whole field. 

Mr. McCormack. Let’s pursue that a little further. These ladies 
get an idea as to these technical questions. They are important. You 
can’t hamstring government in its operation. You have to have 
reasonable flexibility and yet you have to have reasonable control and 
all of these questions are involved. 

You are getting a little interesting insight as to how a committee 
has these interesting but perplexing questions and yet they are usually 

resolved pretty well, but they have to be explored very carefully. 

Mr. Fascent. Mr. Poland has suggested, Mr. Friend, tha it we use 
the same language as is now used in the act, which reads, “procure 
the services of.” “There shall be specific statutory authority to pro- 
cure the services of such committee.” 

Mr. Frrenp. I don’t know. I sort of had in mind that perhaps 
you could have a situation where the committee was created first and 
then after the committee is created you would procure your experts 
and consultants. There you might have two separate propositions. 

In other words, you wouldn’t have any specific statutory authority 
for establishing the committee. 

Mr. Fascetxi. But the use of it. 

Mr. Frrenn. That is right. However, you could go ahead and ap- 
point your experts or consultants. So I think for establishing or 
creating would to my mind be a little better. 

Mr. Fascetu. “There shall be specific statutory authority for estab- 
lishing.” 

Mr. McCormack. Well, let’s analyze that now. You say 5,000 
advisory committees. Does that mean every time an agency or de- 
partment wants to appoint an advisory committee they have to come 
up to Congress and get specific legislation ? 

Mr. Frrenp. No, sir, I think they could get general authority. 

Mr. McCormack. Then aren’t we back where we are now? 

Mr. Frimenp. Suppose the Agriculture Department which utilizes 
a lot of these committees could make a good case for general authority 
to utilize advisory committees and then they wouldn't have to get 
special authority in each instance. 

Mr. McCormack. Well, if they get special authority in each in- 
stance, that means a bill introduced, in committee, by both branches 
of Congress and signed, that means quite a considerable delay, and 
there might be a clear case for the appointment of some of them. 

Mr. Frrenp. That is true. You would have to go through that or 
get it in the Appropriation Act. 

Mr. McCormack. I know, but, of course, I assume that the existing 
law, just reading it hastily, where reference is made to an appropria- 
tion act, simply operates to waive any points of order against legisla- 

tion being i in an appropriation bill. That has probably the effect of 
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that, but still if you have to have legislative authority in every one of 
these cases, I think the standing committees might properly feel that 
giving this sole power to the Appropriations Committees is a direct 
invasion of their jurisdiction under the rules of the House and of the 
Senate. 

[ am confining myself to the House now. For example, if the 
Department of Defense wanted an advisory committee and they had 
to get special legislation, that bill would go to the Armed Services 
Committee, I assume. 

Civil Service would go to Post Office and Civil Service. They 
would be referred under the rules of the House. Other bills like 
General Services would come to this committee. Interior might go 
to Interior Committee. Public Works might go to the Public Works 
Committee of the House and the Senate, and if you were to give all 
of that right to the Appropriations Committee, there could be a 
conflict cre: ate .d within the House and Senate organization that would 
be unwise and unnecessary. 

So it opens up that question. 

Mr. Frrenp. I can see the problem. 

Mr. Pincus. Mr. Chairman, may I mention a point which I think 
we had last year. This figure of 5,000, which is accurate according to 
Department of Justice testimony, includes over 4,000 committees in 
the Department of Agriculture, most of which, I believe, are already 
authorized by specific statute, so they would not be affected at all. 

Actually this bill really deals with the several hundreds of com- 
mittees that probably should have some form of regulation, that have 
had no treatment at all by the Congress, so it may not raise some 
of the problems involved in the legislative process as might appear 
at first blush with the figure of 5,000. 

Judge Barnes testified there were 4,182 Department of Agriculture 
committees and really when you eliminate those, you begin to come 
down to the few high level advisory committees that have been created 
without a specific authority and that might fall within the purview 
of this legislation which the Congress might wish to place under 
some form of control and restriction. 

Mr. Fascety. Well, maybe I misunderstood the testimony, but 
J was under the impression that all of the committees now in existence 
were claiming existence under some form of law, either in the Appro- 
priation Act or specific general legislation and that only in the very 
isolated cases were they claiming the right under inferred powers 
of the Organic Act. 

Now, am I wrong? 

Mr. Pincus. That is what we are de: aling with, that limited number 
that are created under the so-called inferred powers and that this 
legislation really is directed at curing that apparent defect. But 
that is something that might be pursued and really there might be a 
definitive statement of the legal basis for these committees put into 
the record perhaps before the committee wishes to take final action 
on this subject. 

Mr. McCormack. I am for the purpose of the bill. I want to state 
that clearly, but I don’t think any one of us wants to make it too diffi- 
cult for advisory committees that are properly set up and have a 
desirable objective, to compel the Department to come and get specific 
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authorization in every case, and in answer to your question, if 4,182 
are in the Department of Agriculture, if you provide that specific 
legislative authority, we know what that means, that covers that 4,182, 
unless you say except the Department of Agriculture. I would assume 
that. You would have to put an exception in there. And if you put 
an exception in there in that case it would look a little bit unusual. 
It would be a little bit unusual, because there are probably some 
advisory committees there that should require specific authority if 
you are going to go to that extent. 

What about my idea of putting an amendment into your bill along 
the line of advising the Speaker or the President of the Senate for 
reference to the appropriate committees and give them a certain 
period of time to look over the appointment of advisory committees 
by any department or agency. That would be a good saving clause. 

Mr. Fasceit. Well, I ‘think that. we will have all of the scrutiny 
necessary, if these standards are adopted and the GAO has a right 
to go back in there and look at every one of them. 

Mr. McCormack. Well, if you had provisions in there that the GAO 
could go in there beforehand, then I would agree with you, but if you 
don’t have something in there, GAO might encounter quite a lot of 
difficulty. We have had many occasions arise on the interpretation of 
law. Take your SAGE contracts. Remember, the Air Force said they 
had authority in law. I brought the question up. The Comptroller 
General said they didn’t. They had made contracts involving billions 
of dollars. Then they had to come up and get authority in law when 
the Comptroller General properly ruled that they didn’t have the 
authority in law to make the contracts, and as a result of it, the tax- 
payers were saved $83 million a year for 10 years—$830 million was 
saved on the protest that I made that they had no authority in law. 
The point to remember is that the Comptroller General ruled that 
legislative authority did not exist for the contracts and they, the 
taxpayers, were saved $83 million a year for 10 years. The Defense 
Department has picked out a little provision of law that related to 
minor operations—giving them authority to make small contracts for 
10 years, like in the fur nishing of electricity to a departmental agency 
in an office in Boston or Philadelphia or anywhere else or telephone 
service where efficiency and economy could be shown, and they were 
using that. as a basis of authority in law to make contracts involving 
billions of dollars. 

Now they went out of their way in stretching the law. Now we also 
had a like experience in the Donable P roperty Act. You know the 
Comptroller of the Defense Department used the provision of law that 
Congress never had any intent of relating to it, to declare property 
for stock fund purposes instead of surplus, and that denied the colleges 
and the hospitals and the schools from getting the surplus property 
on the State level. And they were selling the property at auction and 
putting the money back into the stock funds and not even into miscel- 
laneous receipts. We have been through that and they are now trying 
to get around the law. 

The only reason that they are not is one of the subcommittees of 
this committee is watching it very closely. 

Chairman Dawson. Do you think it would pose much difficulty for 
them to come to the proper legislative committees and get the author- 
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ity? Lamsure the Agriculture Committee would give them authority 
for whatever legislation a needed for property committees. 

Mr. McCormack. Well, I can’t argue against that ee 
but in practical operation, 1 can see a lot of difficulties because it would 

take maybe weeks, if not months, sometimes to pass such legislation 
and it might interfere with surveys being made that they have a t healthy 
and a proper objective. 

Mr. Frienp. I have one point in connection with this provision we 
are speaking of. If we leave it in, I think you ought to provide a time 
within which the departments and agencies could come up here and 
attempt to get legislation so that you wouldn’t disturb the status quo 
of the existing ¢ ommittees. I just throw that out in case you wanted to 
do that. We might have some committees that aren’t specifically 
authorized by law and it seems to me this would—— 

Mr. Fasceity. Well, let me ask you this question. Doesn’t it oceur 
to you that we would create this problem? And that is if there was any 
legal doubt after this act was passed on the part of a department head, 
he would immediately seek general legislation. You can’t force them 
to come in for specific legislation on. the establishment of every com- 
mittee. That just doesn’t make sense in my book, so it would be almost 
unreasonable to deny management the right to use advisory commit- 
tees. You would be presented with the ‘problem then of approving 
general legislation. If you did that, you are right back where you 
are now. It would seem to me that the key to ‘the problem is you 
recognize their right and you seek to control it in some reasonable 
manner. 

Now if the executive branch of the Government goes hog-wild and 
wants to hire 50,000 or use 50,000 advisory committees, it would seem 
to me that while this is subject to some review and restraint by Con- 
eress in denying them that right, that at the present time we are not 
confronted with that problem. 

I may be wrong, but it would seem to me that all we are seeking to 
do at the present time is to recognize that they have to have authority 
either under the organic act, some special act, appropriation act, and 
that there would have to be some legal basis for them using these 
committees. 

After that has been done, we require them to meet certain general 
standards. I don’t see how it would be reasonable to go beyond For 
Mr. Pincus. May I make a comment on that? I think this No. 
tried to embody certain flexibility along the lines just stated. Maybe 
the word “specific” needs to be put in there, but it does go on to Say 
that there shall be an administrative finding that it is necessary to use 

such committees to perform certain statutory duties. 

Now that did recognize the need to use them, but tried to deal with 
the problem which was found in the course of the study in this form 
in that committees seem to be created supposedly on the basis of some 
inherent authority, but with no real statement for the public record 
in the departinent as to why it was necessary to set up any such com- 
mittee, and this No. 1 as originally drafted, as you recognize, was based 
on the need for such committees. 

Mr. Fasceiy. I understand that, but it also occurs to me that if 
that language were left in there and I were a department head, I would 
never worry about whether T had authority under any kind of law to 
use a committee. 





————————— 
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( 
Mr. McCormack. Well, this does give authority. That language ? 
negates the previous language. b 
Mr. Fasceti. Yes; I would just write an order saying I need this 6 
committee, sign my name and that is it, and the General Accounting a 
Office or the Comptroller General would have to say that would be t] 
sufficient. You wouldn’t have to establish a public need of any kind, 
so you are right back to the basic problem which is, does the depart- n 
ment head have the inherent power to hire and use people. n 
Mr. McCormack. That has never been decided. Why can’t this 0 
committee request the Comptroller General to give us an opinion on a 
that. We have the authority to do it. b 
Mr. Prxcus. Would the committee consider language which would 9 
put the respons?bility on the head of the department. to make the I 
finding it is necessary to set up the committee, because many of these t 
committees are set up by bureau chiefs and others and you might c 
have language saying that there shall be specific statutory authority t 
or there shall be an administrative finding o the head of the depart- ; 
ment or agency that it is necessary? At least put the responsibility t 


on the head of the department. for the creation of these committees and 
prevent the proliferation of these committees where they may not be 
necessary or desirable. 

That. would recognize the statutory authority where Congress gives 
them statutory authority, would not restrict their administrative flex- 
ibility, but at least the head of the department would then be answer- 
able as to why he has 10, 20, 30, 40, or 50 committees within his 
department. 

I think that would accomplish some great part of the purpose of 
this legislation. 

Mr. McCormack. Of course, being a member of these committees 
is very, very desirable because you get a lot of inside information that 
you can utilize in your own company’s interests. 

Mr. Pincus. And that is why the head of the department ought to- 
have the responsibility for creating these committees. 

Mr. McCormack. The deeper thing here is we know what it is. 

Chairman Dawson. And it is a vicious thing and we ought to do 
something about it. We had instances where men served on ad- 
visory committees and in the next period they would be working for 
the department they had advised, in a capacity which enabled them to 
put into effect the things they had recommended as an advisory com- 
mittee. There is a conflict of interests. 

Mr. McCormack. It seems to me these minimum standards are: 
excellent. The question is whether there is authority. I don’t think 
any of us want to give more authority in law than there now is be- 
cause that is the thing we are questioning. I don’t say it is the an- 
swer, but a step forward would be these minimum requirements 
coupled with the necessity of an agency or department advising the 
Congress through the Speaker and the President of the Senate and 
for reference to appropriate committees, that before a certain period 
of time elapses, the committee cannot be appointed until the com- 


mittee has had-an opportunity of considering it and expressing their 
views. 

That brings the light of publicity. That is the important thing 
in a democracy, for the people to know what is going on. There are: 
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some matters that they can’t because the security of the Nation is 
involved at a particular time, but our people should be advised as 
broadly as possible of the conduct of government and then I have 
confidence in their ability to evaluate and arrive at a good common- 
sense opinion of their own, our people. It is where you hide things 
that suspicion is created. 

I realize the difficulty of the approach. Nevertheless, it seems to 
me that with these additional requirements and a further require- 
ment that a committee of Congress has an opportunity of looking it 
over, that isn’t interfering with the agency. They are thinking of 
an advisory committee. They ‘an wait 30 days longer. They have 
been thinking of it for many months before they vet to the formal 
act of establishing it, and a reasonable period ‘of time for appro- 
priate committees to examine it, to have the opportunity of calling 
them before them, like we have here these witnesses, and we have the 
opportunity of asking questions, and to explore, and if they don’t 
think it is necessary, they can give their reasons, and the probability 
is that in most cases the departments or agencies wouldn’t go against 
the expressed views of the appropriate committees of Congress. 

At least our views would be a matter of serious consideration. I 
think your bill with that there is about the furthest we could 
now as I explore it this morning, and it is consistent with the Presi- 
dent. 

Mr. Micue.. Mr. Chairman, do those better than 4,000 committees 
in the Department of Agriculture alone include the small three-man 
ASC committees, county committees ? 

Chairman Dawson. I don’t recall. 

Mr. Pincus. It is difficult to ascertain from the testimony of Judge 
Barnes, but you do have these types of committees that are definitely 
labeled’ advisory committees. For example, in the Department of the 
Interior there is specific statutory authority for the creation and 
there have been created grazing advisory committees and they run 
into a substantial number. 

Now those, certainly, it would not be the intent of this legislation 
to require new authority for. Those are specifically created by Con- 
gress and they are functioning and that is taken care of and I think 
a good number of these agricultural committees, I don’t know about 
the one the Congressman refers to specifically, but a good number of 
these agriculture committees fall within that same category. 

It is hard to characterize those as purely advisory, the ones that have 
just. been referred to, because they administer more than just advisory 
functions. Actually some of those make recommendations, and not 
only recommendations, but pass on payments to individual farmers 
for complying. They are actually administrative committees. So 
it is difficult to ascertain right now from Judge Barnes’ testimony 
whether those are included in advisory committees. 

Mr. Fascetut. Mr. Chairman. 

Mr. Micuet. That is the point I really wanted to make, that those 
three-man committees, functioning particularly in our rural counties, 
function just as you outlined it there in that capacity. 

Mr. Prous. I think several of these suggestions could possibly be 
woven together into a new form of this No. 1 proviso and considered 
by the committee when it is passing on the legislation. 
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Mr. Fascetu. I think so; I think it would be helpful for me to un- 
derstand clearly how many of the advisory committees are now not 
under some specific authority, either in the appropriations act or 
specific legislation. Now I see no quarrel with the proposition if a 
department head general counsel, for example, says that organic act 
gives me this power, that is a pure legal question. Now if you want 
to eliminate that legal question, you write around it. I can see that, 
and if we have to deal with that problem, I think we ought to know 
the magnitude of it. 

Chairman Dawson. Wherever that problem is raised, the General 
Accounting Office can differ with them and give us their opinion, 
whether or not any particular committee exists under the authority 
that the appointing power claimed. 

Mr..Fasceti. Because there is no great number of them that exists 
who do not now have specific authority, then there is no problem in 
including in this legislation the requirement for specifi¢ authority, be- 

cause then all you are handling are future committees. On the other 
hand, I think it would be extremely bad to open it up purely on an 
administrative level and just make an administrative finding that. you 
need a committee. I don’t think that would be the answer, either. 
So then if it becomes a problem of magnitude, and I think the sugges- 
tion made by the majority leader would probably be the one we would 
have to resort to as a matter of necessity-——— 

Mr. McCormack. I am not wedded to my suggestion. I just picked 
it out of the air based on experience we have had in other legislation 
in trying to arrive at a solution. Your bill in no way changes exist- 
ing law, but adds additional minimum requirements. 

Mr. Fascexu. Yes. 

Mr. McCormack. To whatever the existing law is, which is con- 
fused, as to the establishment of them. That is not disturbed. Then 
if you have in addition the requirement of a report along the lines I 
indicated, I think we have probably gone as far as we could until we 
have found more abuses. 

Mr. Fascetz. I agree with that. I think it would open it up to 
the scrutiny of Congress on the establishment of new committees. It 
would give the appropriate committee of the Congress a chance to 
express its feelings on the subject. At the same time we are handling 
the problem that exists with already organized committees which is 
one of the basic things that we are seeking to correct now. 

Mr. McCormack. You are seeking to correct the abuses. 

Mr. Fascety. Yes. 

Mr. McCormack. Surely. We know that even if this becomes law, 
that in the future years there will be abuses that have to be met 
by some future Congress. That is ingrained in human nature, unfor- 
tunately. 

Chairman Dawson. We will have the GAO riding herd under the 
legislation we pass, which is a wholesome thing. 

Mr. McCormack. I think it could be resolved very easily. I think 
a lot of clarifying information has come out of this exchange of 
views and the colloquy, and the important thing that I would think 
you would have in mind, Congressman Fascell, is to have a control 
of Congress with the accompanying opportunity of publicity, letting 
the people know through the people’s representatives, and then if an 
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advisory committee is appointed and the people don’t feel it nec- 
essary, they can explore it within the prescribed period, develop their 
views, express their views, and bring the facts out. 

Mr. Fascett. I think it is a very meritorious suggestion. 

Mr. McCormack. We know that many of these advisory com- 
mittees—I don’t say this unkindly or in a critical way, but men are 
on there—I don’t impugn their motives, but they get a lot of valuable 
information that they utilize for their own advantage and it cer- 
tainly gives members of certain advisory committees a decided advan- 
tage over competing industries that don’t have representatives on 
there in the obtaining of information, much of which is classified, but 
which they then go out and utilize to their own advantage. It is only 
human nature. 

Mr. Potanp. I want to ask Mr. McCormack if he thinks they will 
run into any difficulty in submitting this data to Congress in those 
periods when Congress is in recess, that is, if a 30-day period or some 
such period would afford any difficulty. 

Mr. McCormack. Well, we have that in other provisions of law 
where the Congress then has a certain period of time after we meet 
in which to pass on something, where the appropriate committees 
have a certs ain period. 

Mr. Potanp. Would this hold up the establishment of an advisory 
committee, we will say, in this instance, from the middle of July 
until the first of next January ¢ 

Mr. McCormack. It could, according to what the wording of the 
bill is, if it becomes law. That would have to be considered in draft- 
ing any bill, but the answer to that is that there has to be some in- 
convenience somewhere in order to try to get at the problem that we 
are trying to meet, and certainly any agency or department that is 
considering the appointment of advisory committees, they are doing 
it for months ahead. They are on there alerted that they have got to 
make their report on or before the time that Congress is likely to 
adiourn. It is pretty well about the approximate time that C ongress 
will adiourn. It may be a few days one way or another or a week. 

Mr. Potanp. I only raised the question so this would be in the rec- 
ord when they are considering the phraseology of the amendment. 

Mr. McCormack. I think the burden should be on the department 
or agency then to consider that. 

Chairman Dawson. Mr. Friend, on the last page of the Comp- 
troller General’s report you say, “on page 3 of the bill there may be 
some questions whether the words ‘advisory groups’ refer to all groups 
of that nature or only to those composed of experts and consultants.” 
Would you explain what you had in mind. 

Mr. Frrenp. When we first considered this, I thought there was the 
possibility that there might be advisory groups who weren’t experts 
or consultants, but upon further reflection, it seems to me that you 
wouldn’t have an advisory group unless they fitted into one of those 
words, either experts or consultants. I couldn’t think of any situa- 
tion after further reflection where you would have that situation. 


Chairman Dawson. Well, we are talking about advisory groups. 
Mr. Frienp. Yes, sir. 
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Mr. Fasceii. But the point he makes, Mr. Chairman, is when you 
speak of advisory groups, it is related back to the section we are 
speaking of, which is experts and consultants, so when you talk about 
advisory groups in this act, you are talking about advisory groups of 
experts and consultants and that would be a limitation of the use of 
the words “advisory groups” in that particular proviso and that is 
what you had in mind. 

Chairman Dawson. Does the bill reach these so-called advisory 
groups such as we found in the Commerce Department ! 

Mr. Fasceuy. I think it reaches all of them under the theory that 
Mr. Friend has expressed and that is when you have an advisory 
group of any kind they are either experts or consultants or they 
wouldn’t be advising. 

Mr. Frienp. That was the point I was making. 

Chairman Dawson. At this point, I would like to introduce into 
the record, unless there are objections, a letter from the Office of the 
President, the Bureau of the Budget, and letter from the Attorney 
General. 

(The letters above referred to are as follows:) 


MarcH 27, 1957. 
Hon. WiiL1aM L. Dawson, 
House of Representatives, Washington, D.C. 


Dear CONGRESSMAN Dawson: I have for reply your letter to the Attorney 
General dated March 25, 1957. There you state that your subcommittee “will 
hold hearings on H. R. 3378 on Thursday, March 28, 1957, at 10 a. m.” Your 
letter gees on, “We would appreciate having the views of the Department of 
Justice on this measure and invite you to appear before us next Thursday 
morning.” 

H. R. 3378 embodies the substance of recommendations made by this De- 
partment over a period of some years to govern Federal use of so-called advisory 
committees. H. R. 3378 would write these recommended standards into statute. 
While this Department still adheres to these recommended standards, we do not 
feel they should be codified—as a blanket inflexible rule—into law. 

As Judge Barnes explained before your committee, considering this issue, last 
session : 

“Chairman Dawson. Do you think legislation is indicated to carry out your 
recommendations? We believe they are good ones. 

“Mr. BARNES. No, I do not believe legislation is recommended as far as ad- 
visory committees are concerned. 

‘Chairman Dawson. As far as any committee is concerned, not only advixory 
committees, I mean. 

“Mr. Prncus. Any council, board, or similar body. 

“Mr. BaRNEs. Well, I still believe you have to rely upon the integrity and the 
good judgment of the executives, who have the responsibility under our system 
of government of doing what they should do, and I don’t think that you ought to 
straitjacket them any more than you can help. I think that a majority of 
them, where they can, will follow these guidelines once they are brought to their 
attention and they realize their importance, hut I still believe that it is better to 
do it that way than to straitjacket them along certain lines” (hearings before 
House Government Operations Committee, 84th Cong., 2d sess., p. 144, May 15, 
1956). 

This colloquy sets forth our views on the matter quite fully. Accordingly, 

Ifeel no useful jurpose would be served by any representative of this Depart- 
ment appearing at your hearings beginning Thursday. 

If you have any further questions on this matter, please do not hesitate to 
get in touch with us again. 

Sincerely yours, 


WILLIAM P. Rocers, 
Deputy Attorney General. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 27, 1957. 
Hon. WILLIAM L. DAwson, 
Chairman, House Committee on Government Operations, 
House Office Building, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of January 25, 
1957, requesting Bureau of the Budget comments on H. R. 3378, to amend section 
15 of the Administrative Expense Act of 1956, and for other purposes. 

While the general aim of guarding against improper activity by advisory 
groups is meritorious, the Bureau of the Budget believes that this end has 
largely been attained by administrative action under which the criteria of the 
bill have been generally accepted. Under the circumstances, we doubt whether 
there is need for enactment of H. R. 3378. 

In our judgment, the chief shortcomings of the bill are: (@) the apparent 
failure of its language to permit any differentiation between various types of 
advisory groups, and (b) the statutory imposition of rigid administrative 
standards (for example, keeping full and complete minutes of each meeeting) 
which might be so costly, burdensome, and unnecessary in numerous circum- 
stances as seriously to inhibit effective use of advisory groups for a large 
variety of problems. In the absence of evidence that administrative applica- 
tion of the criteria of the bill has failed to be effective, the Bureau is unable 
to recommend favorable consideration of it. 

Sincerely yours, 
PERCIVAL F.. BRUNDAGE, Director. 

Chairman Dawson. Unless there is further business, we stand ad- 
journed until we are called on further notice to consider the matter 
in executive session. I am going to ask the staff to work on the bill, 
perfecting the bill along the lines suggested here today, looking for- 
ward to introducing a clean bill. 

Mr. Fasceti. Thank you, Mr. Chairman. 

Mr. Frrenp. Thank you, Mr. Chairman. 


(Whereupon, at 12:10 p. m., the subcommittee adjourned.) 
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AMENDMENT TO THE ADMINISTRATIVE EXPENSE 
ACT OF 1946 


TUESDAY, APRIL 30, 1957 


Hovsr or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND 
LeGIsLaTIvE REORGANIZATION, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., George Washington Inn, Hon. 
William L. Dawson (chairman) presiding. 

Chairman Dawson. Will the meeting come to order. 

We are resuming hearings this morning on H. R. 3378, a bill which 
prescribes certain minimum standards for the establishment and oper- 
ation of advisory committees in Government departments. The ini- 
tial hearings on March 20 were devoted principally to a technical 
analysis of the language and composition of the bill and changes sug- 
gested at that time are reflected in the committee redraft which has 
been furnished to all members of the subcommittee. 

(The committee print referred to is as follows :) 


{Committee print, April 10, 1957] 
{H. R. ——, 85th Cong., 1st sess.] 
A BILL To amend the Administrative Expenses Act of 1946, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Administrative Expenses Act of 
1346 is amended by inserting hnmediately after section 15 thereof the following 
new section : 

“See. IDA. (a) No advisory committee or other advisory panel or group (here- 
after in this section referred to as an ‘advisory committee’) shall be established 
in a department unless, not less than thirty days before such advisory committee 
is established, the head of such department has transmitted to the Speaker of 
the House of Representatives and the President of the Senate (or if the Congress 
is not in session, to the Clerk of the House of Representatives and the Secretary 
of the Senate) a written report setting forth the following information: 

“(1) If a statute specifically requires such advisory committee to be estab- 
lished, the citation of such statute; or if there is no such statute, the authority in 
law which is relied upon for the establishment of such committee together with 
the administrative determination that the services of such advisory committee 
are in the public interest and the reasons upon which such determination is 
based ; and 

(2) (A) The number of members on such advisory committee and the area 
of interest which each member will represent, (B) those members of the advisory 
committee who will serve without compensation, and those who will receive 
compensation, (C) the expenses of the advisory committee, or its members, or 
both, to be paid by the United States, and (D) how long it is anticipated that 
such advisory committee will function. 

“(b) Each advisory committee heretofore or hereafter established in any 
department shall be subject to the following minimum standards: 
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(1) The agenda for such advisory committee shall be formulated by a full- 
time salaried officer or employee of the Government. 

“(2) The meetings of such advisory committee shall be at the call of, and 
under the chairmanship of, a full-time salaried officer or employee of the Govern- 
ment. 

“(3) Full and complete minutes of each meeting of such advisory committee 
shall be kept, which shall contain, at a minimum, (A) the name of each member 
of such advisory committee attending such meeting, (B) a summary of the mat- 
ters discussed in such meeting stating the viewpoints expressed and identifying 
the persons expressing them, and (C) the conclusions reached by the advisory 
committee. 

(4) The function of such advisory committee shall be purely advisory. 

“(c) (1) The President is hereby authorized to issue such regulations, not 
inconsistent with the standards prescribed in subsection (b) or any other pro- 
vision of law, as he may deem necessary for effective control of the use and 
activities of advisory committees in departments. 

“(2) The President shall cause to be prepared annually a public report detail- 
ing the membership of each advisory committee used by each department; the 
functions of each such advisory committee; and the extent to, which the opera- 
tions of each such advisory committee has not complied with the standards pre- 
scribed in subsection (b). 

“(d) This section shall not apply with respect to any advisory committee (1) 
which consists entirely of full-time salaried officers or employees of the Govern- 
ment, or (2) which is authorized by law to perform administrative functions.” 


Chairman Dawson. Several of the Departments which use advisory 
committees have been invited here to present their views on the pro- 
posed legislation. I am pleased to welcome representatives from the 
General Services Administration, the Department of Defense, the 
Department of Commerce, and the Post Office Department. 

The General Services Administration reported that their advisory 
committees are established and used pursuant to administrative stand- 
ards entirely consistent with the standards prescribed in the bill. 
They have been asked to appear today to give us the benefit of their 
experience and the practical application of these standards with 
particular reference to the operation of the GSA Rubber Business 
Advisory Committee. 

With your permission, I would like to read for the record at this 
time a communication from J. R. Wiggins, executive editor of the 
Washington Post and Times Herald. He had been invited to 
participate. 


Deak Mr. CHAIRMAN: It is a matter of regret to me that I will not be in the 
city when your committee resumes its hearings on H. R. 3378, Congressman 
Dante B. Fascell’s bill respecting advisory committees of the executive depart- 
ments and agencies. 

There has been a substantial increase in the number of these committees 
and a growing resort to this administrative device. This is, of course, as you 
point out, in itself a thing not to be condemned, but it is hardly to be doubted 
that innovations such as this involve alteration of the very structure of the 
executive establishment and relocation of the sources of power, and that such 
informa] revisions of Government ought to be studied in a careful and scholarly 
Way. 

It has been a source of anxiety of many persons engaged in the task of report- 
ing governmental affairs and to historians, that these advisory committees have, 
in many cases, operated behind closed doors and have, in some instances, not 
furnished satisfactory accounts of their proceedings from which citizens could 
discover the origins of policies and the identity of the individuals who have 
exerted decisive influence upon Federal policy. In a democratic society such 
information is essential if the citizen is to judge policies and men intelligently. 

While I am not competent to address myself to the legal problems involved, 
it has seemed to me offhand that the provisions in the proposed legislation 
requiring the registration of the information about these committees with the 
Congress might be wisely amended to provide that this pertinent information 
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instead be published in the Federal Register, a procedure that might avoid 
any suggestion of trespass upon Executive authority by Congress and at the 
same time make the information just as available. 

It has also occurred to me that in addition to requiring the maintenance of 
complete minutes under the minimal standards set forth in the bill, consideration 
ought to be given to open conduct of meetings and stronger provisions for public 
access to the minutes so maintained. 

Sincerely yours, 
J. R. Wiecins, Brecutive Editor. 

Unless there is objection, this communication will be entered into 
the record. 

Our first witness will be Mr. E. H. Weaver of the Defense Materials 
Service, General Services Administration. 

Mr. Weaver. 


STATEMENT OF E. H. WEAVER, COMMISSIONER, DEFENSE MATE- 
RIALS SERVICE, GENERAL SERVICES ADMINISTRATION; ACCOM- 
PANIED BY GEORGE CASTO, DIRECTOR OF AGRICULTURAL 
DIVISION; AND CHARLES T. LLOYD, ASSISTANT GENERAL 
COUNSEL 


Mr. Weaver. Mr. Chairman, as I understand it, you are interested 
in hearing about the Rubber Advisory Committee that operates under 
the Defense Materials Service of the General Services Administration. 
This Committee had its inception during the exclusive buying pro- 
gram of what we called the Emergency Procurement Service. At that 
time the Committee was set up to bring in interested representatives 
of both the rubber manufacturers and the importers of rubber, so 
that the rubber-purchasing program would be administered fairly and 
to the best interests of both the Government and the industry. Dur- 
ing the past year we have had two meetings of that Committee. Early 
in “the Suez situation, a problem arose as to the problems connec ‘ted 
with our rotation buying in rubber. At that time, we called in the 
members of our Committee for advice. Early this year we had 
another meeting when the problems of the Suez situation continued 
and we likewise called them in and secured their advice. As far as 
we understand the regulations applicable to these committees, we have 
conducted our operations in full accord with them. 

I presume that you have some questions that you want to ask me 
about further operations. This is the extent of my remarks. 

Chairman Dawson. What was the composition of this Advisory 
Committee. From what source did you draw the membership and 
how many ? 

Mr. Weaver. I will call upon Mr. George Casto, who is the Director 
of our Agricultural Division, who has the full list of this Committee. 

Mr. Casto. We took 9 members from the manufacturing industry 
and 9 members from the importing industry. We chose both large 
and small in the manufacturers industry and large and small in the 
importing industry. 

Chairman Dawson. Your meetings were held in conformity with 
the minimum requirements set forth | by the Attorney General ? 

Mr. Casto. That is right. 

Chairman Dawson. In his recommendations? 

Mr. Casto. That is right, sir. 

Chairman Dawson. Did you keep minutes of the meetings? 
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Mr. Casto. Yes, sir; I had previously furnished to the committee 
copies of the agenda and copies of the minutes of the meetings of the 
last. nine committee meetings that we have held. Mr. Montgomery 
has those minutes and agenda at the present time. 

Chairman Dawson. Did you have any difficulty in getting the per- 
sons you invited to participate, because of the fact that you did keep 
minutes of the meetings ? 

Mr. Castro. No sir; we had no difficulty whatsoever. 

Chairman Dawson. Mr. McCormack ? 

Mr. McCormack. Has the committee been furnished with the names 
of those who constitute the Committee? 

Mr. Casto. Yes, sir. 

Mr. McCormack. Are they made a part of the record ? 

Chairman Dawson. They will be. 

Mr. McCormack. I do not want you to violate any regulation. If 
you are under orders, I do not want you gentlemen to be subject to 
mental inconvenience. 

Mr. Casto. We have no objection, sir. 

Mr. McCormack. How long has this Committee been in existence / 

Mr. Casto. Since 1951. 

Mr. McCormack. Have there been shifts in the Committee during 
that period ¢ 

Mr. Casto. Yes, sir. 

Mr. McCormack. To what extent have the shifts taken place? 
When did the shifts take place? 

Mr. Castro. There have been two shifts. Two members resigned 
because of retirement and replacements were chosen for them, 

Mr. McCormack. In other words, there is a pretty good continu- 
ity there? 

Mr. Castro. Yes, sir. 

Mr. McCormack. Are there any other advisory committees in 
GSA? 

Mr. Casto. I will refer that to Mr. Lloyd. 

Mr. Luoyp. Yes, sir: we have about 6 or 7 

Mr. McCormack. Would you put them in the record? I do not 
expect you to be able to remember each one of them now. If you do, 
you can testify now. 

Mr. Lioyp. I will be glad to furnish that for the record. 

Mr. McCormack. Also the names, purposes, and necessity for them. 

Mr. Lioyp. Yes, sir. 

(The material referred to is as follows :) 


ADVISORY COMMITTEES USED BY GENERAL SERVICES 
ADMINISTRATION 


ADMINISTRATOR'S SPECIAL ADVISORY COMMITTEE ON PROCUREMENT AND SUPPLY 


1. Administrator’s Special Advisory Committee on Procurement and Supply: 
This Committee has the following functions: To consult with and advise the 
General Services Administration to assist it in carrying out the functions, re- 
sponsibilities, and programs of the Federal Supply Service under the Federal 
Property and Administrative Services Act of 1949, Public Law 152, 81st 
Congress. 

2. January 20, 1954. 

3. Government Chairman: Clifton E. Mack. 

Public members: Maj. Gen. H. Feldman (retired), Eugene A. Moss, H. P. 
MeQuilkin, E. H. Weaver, Lewis S. Reid, Harry L. Erlicher. 
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4. Section 205 (g) of the Federal Property and Administrative Services Act 
of 1949, Public Law 152, 81st Congress. 

5. Copy of letter attached. 

6. Members of the Committee are appointed by the Administrator of General 
Services. Their terms of office are indefinite. 

7. The Committee advises and consults with the Administrator of General 
Services through the Government Chairman. 

8. Members of this Committee receive transportation and $25 per diem in lieu 
of subsistence, as authorized by section 5 of the Administrative Expenses Act 
of 1946 (5 U. 8. C. 73b-2). Payments accordingly have been made to some of 
the members, while others have elected not to accept such payments. 

9. The Committee meets at the call of the Government Chairman. It meets 
in the General Services Building. 

10. The Government Chairman has authority to convene the Committee. 

11. The only officer of the Committee is the Government Chairman, who is 
appointed by the Administrator of General Services. 

12. The minutes are kept by the Government Chairman or a GSA employee 
designated by the Government Chairman. 

13. The minutes are kept on file in the office of the Government Chairman. 

14. Committee minutes are available for inspection by anyone “properly and 
directly concerned” as provided in part I of title 44, Code of Federal Regula- 
tions. 

15. A press release covering the subject matter of the Committee meetings 
may be prepared when the Government Chairman considers a public statement 
desirable. Approval of the Office of Public Information and Reports and the 
Administrator is provided prior to the issuance of any press releases by the 
Office of Public Information and Reports. 

16. The Committee has met on the following dates: 

January 25, 1954 

February 16, 1954 

March 30, 1954 

April 20, 1954 

August 23, 1954 

September 28, 1954 

November 17, 1954 

January 12, 1955 

May 26, 1955 

June 23, 1955 

September 16, 1955 

All meetings were held in the General Services Building. 

17. The Government Chairman prepares the agenda for Committee meetings. 

18. The Government Chairman has authority to place items on Committee 
agendas. 

19. The views of the Committee which are advisory are made of record in the 
Committee minutes. No other communications are normally prepared. 

20. No. 

21. The background, business connections, and qualifications of the Committee 
members are as follows: 

Herman Feldman. Served in the United States Army for 40 years, re- 
tiring with the rank of major general. Quartermaster Corps. At the time 
of his retirement (September 1, 1951) he was the Quartermaster General of 
the Army. Since November 12, 1951, has been the executive vice president 
of the Quartermaster Association, 1026 17th Street NW., Washington, D. C. 

Eugene Allen Moss. Has been employed by Swift & Co., Chicago, Ill., since 
January 1920, and is presently the vice president of that company. 

Howard Payne McQuilkin. Has been employed by the Baltimore & 
Ohio Railroad since 1910 and is presently the general purchasing agent of 
that company. 

Elmer Henry Weaver. Has been employed by the Union Oil Company of 
California since July 1918, and is presently the vice president for procure- 
ment and contracts of that company. He has been loaned by his company to 
the War Production Board from October 1941 to August 1942, to the Air 
Materials Command, Air Force, from April 1951 to July 1952, and to the 
Office of Defense Mobilization from October 1953 to October 1954. 

Lewis S. Reid. Has been employed by the Metropolitan Life Insurance 
Co. of New York, since 1935 and is presently the general purchasing agent 
of the company. 
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Harry Louis Erlicher. Employed by General Electric Co. from 1900 to 
1949, becoming general purchasing agent in 1931 and vice president in 1940. 
After retirement from General Electric Co., served as Special Assistant to 
Assistant Secretary of Army in charge of procurement and production from 
January 1950 to November 30, 1955. 

22. None. 

JANUARY 20, 1954. 
To: The Administrator. 
From: Commissioner, FSS. 
Subject : Establishment of a special advisory committee. 

Pursuant to the provisions of section 205 (g) of the Federal Property and 
Administrative Services Act of 1949, as amended, it is recommended that you 
establish a special advisory committee composed of persons in private industry 
to assist in carrying out the functions, responsibilities, 4nd programs of the 
Federal Supply Service under the act. ' 

The purpose of the Committee will be to consult with and advise on matters 
relating primarily to internal Government management and policies and pro- 
cedures of general applicability, as distinguished from matters,\ineluding policies 
and procedures, of direct concern to particular industries as ig contemplated in 
connection with business advisory committees established under Administrative 
Order 153, dated December 18, 1953. if 

In accordance with section 205 (g) of the act, members of the Special Advisory 
Committee, if established, shall serve without compensation but shall be entitled 
to transportation and not to exceed $25 per diem in lieu of subsistence, as au- 
thorized by section 5 of the act of August 2, 1946 (5 U.S. C. 73 (b) (2)) for per- 
sons so serving. Members of this Special Advisory Committee will not be con- 
sidered as Government employees and will not be inducted into the Service as 
General Services Administration employees. 

Should such Special Advisory Committee be established, it is further recom- 
mended that the following industry representatives be invited to serve on the 
Committee : 

“1. Mr. Bugene A. Moss, vice president, Swift & Co., Chicago, II. 

“2. Mr. Howard P. McQuilkin, purchasing agent, Baltimore & Ohio Railroad 
Co., Baltimore, Md. 

“3. Mr. Lewis 8S. Reid, purchasing agent, Metropolitan Life Insurance Co., 
New York, N. Y. 

“4. Mr. Joseph A. Sisto, chairman of the board, Barium Steel Corp., New York, 
a. es 

“In addition to the above four persons who will be invited to serve as members 
of the Special Advisory Committee, it will be extremely helpful to the successful 
accomplishment of the mission and purpose of the committee if an invitation to 
attend committee meetings is extended to Mr. Elmer Weaver, Assistant Director 
of Materials, Office of Defense Mobilization, Washington, D. C. Mr. Weaver 
has indicated his willingness to assist this administration in connection with 
such matters as will be presented to the Special Advisory Committee, and, in 
so doing, will serve in his capacity as a Government employee. Consequently, 
no compensation or remuneration of any kind whatsoever will be paid by this 
administration to Mr. Weaver. 

“Tf you concur in the advisability of establishing the above Special Advisory 
Committee, will you please indicate your concurrence in the space provided 
below. Upon receipt of your concurrence, invitation letters to serve on the 
committee will be prepared for your signature for forwarding to the above- 
named persons and all other necessary arrangements with respect to meeting, 
agenda, etc., will be made. 

“T concur in the foregoing recommendations concerning the establishment of 
a special advisory committee and hereby authorize the Commissioner, Federal 
Supply Service, to make all arrangements necessary to its establishment. 

“E. F. MANSURE, 
“Administrator of General Services. 
“Marcu 4, 1954. 


ADVISORY COMMITTEE ON LEASE-PURCHASE FINANCING 


1. Advisory Committee on Lease-Purchase Financing: This committee has the 
following functions: 

(a) To advise the General Services Administration in the financing problems 
involved in contracting for the construction, lease, and purchase of buildings for 
the permanent activities of the Federal Government. 
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(b) To make available to the General Services Administration a full and com- 
prehensive knowledge of the policies, practices, methods, and legal limitations of 
investors in the financing of such contracts. 

(c) Advise the General Services Administration in the development of con- 
tract documents which will facilitate wide competitive participation in financing 
of lease-purchase projects by all potential investors, including those lenders in the 
general locality of the construction, in order to obtain the lowest possible cost 
to the taxpayer. 

(d) To assist the General Services Administration in developing information 
and data which will provide investors a full understanding of the plans and 
methods of financing lease-purchase projects. 

(e) Periodically evaluate progress under the program and advise the General 
Services Administration of modifications which will effect greater economies and 
efficiency. 

September 16, 1955. 

Government chairman: Phil W. Jordan. 

he following members have been invited to serve and have accepted, however 
no appointments have been made: Carey Winston, R. Manning Brown, Jr. 

4. Section 205 (g) of the Federal Property and Administrative Services Act 
of 1949, Public Law 152, 8ist Congress. 

5. Administrative Order No. 173 attached. 

6. No members of this Committee have been appointed to date. 

7. The Committee will advise and consult with the Administrator through 
the Government Chairman. 

8. Members of this Committee, when appointed, will receive transportation 
and $25 per diem in lieu of subsistence as authorized by section 5 of the Admin- 
istrative Expenses Act of 1946 (5 U.S. C. T3b-2). 

9. The Committee has not yet met. It will meet in the General Services 

suilding. 

10. The Government Chairman will have authority to convene the Committee. 

11. The only officer of the Committee is the Government Chairman, who is 
appointed by the Administrator of General Services. 

12. The minutes will be kept by a GSA employee who will be designated by 
the Government Chairman. 

13. The minutes will be kept on file in the office of the Government Chairman. 

14. Committee minutes will be available for inspection by anyone “properly 
and directly concerned” as provided in part I of title 44, Code of Federal 
Regulations. 

15. A press release covering the subject matter of the Committee meetings 
may be prepared when the Government Chairman considers a public statement 
desirable. Approval of the Office of Public Information and Reports and the 
Administrator is required prior to the issuance of any press releases by the 
Office of Public Information and Reports. 

16. The Committee has not yet met. 

17. The Government Chairman will prepare the agenda for Committee 
meetings. 

18. The Government Chairman will have authority to place items on (vum- 
mittee agenda. 

19. The Committee has not yet met. 

20. It is no contemplated that the Committee will have any staff. 

21. The background, business connections, and qualifications of the invitees 
are as follows: 

Carey Winston, president and treasurer of Carey Winston Co., Washing- 
ton, D. C. (real estate, property management, and insurance). 
R. Manning Brown, Jr., vice president, New York Life Insurance Co., New 
York, N. Y. 
22. None. The Committee has not yet met. 


T 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C. September 16, 1955. 


ADMINISTRATIVE ORDER NO. 173 


To: All officials of the General Services Administration. 

Subject: Establishment of the Advisory Committee on Lease-Purchase Financing. 
1. General.—This order establishes a special advisory committee to consider 

the financing aspects of lease-purchase activities under the Public Buildings 
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Purchase Contract Act of 1954 (Public Law 519, 83d Cong.), in accordance with 
and subject to the provisions of Administrative Order No. 153, supplement No. 1, 
dated March 24, 1954. 

2. Establishment of Committee.—There is hereby established a special advisory 
committee to be known as the Advisory Committee on Lease-Purchase Financing. 
The committee shall be composed of a Government representative and as many 
members from the investment and allied fields as the Administrator shall desig- 
nate. A General Services Administration employee shall serve as chairman of 
the committee. 

3. Functions of Committee—The Advisory Committee on Lease-Purchase 
Financing shall have the following functions: 

(a) To advise the General Services Administration in the financing problems 
involved in contracting for the construction, lease, and purchase of buildings for 
the permanent activities of the Federal Government. 

(b) To make available to the General Services Administration a full and com- 
prehensive knowledge of the policies, practices, methods, and legal limitations 
of investors in the financing of such contracts. 

(c) Advise the General Services Administration in the development of con- 
tract documents which will facilitate wide competitive participation in financing 
of lease-purchase projects by all potential investors, including those lenders in 
the general locality of the construction, in order to obtain the lowest possible cost 
to the taxpayer. 

(d) To assist the General Services Administration in developing information 
and data which will provide investors a full understanding of the plans and 
methods of financing lease-purchase projects. 

(e) To periodically evaluate progress under the program and advise the Gen- 
eral Services Administration of modifications which will effect greater economies 
and efficiency. 

4. Safeguards.—In the establishment, management, and dissolution of this 
special advisory committee, the antitrust safeguards provided for in Admin- 
istrative Order No. 153, dated December 18, 1953, shall be fully observed. 

5. Effective data.—The provisions of this order shall be effective immediately. 


EpMuNpD F.. MAnsure, Administrator. 





INDUSTRY ADVISORY COMMITTEE ON OFFICE EQUIPMENT 


1. Industry Advisory Committee on Office Equipment: This Committee has the 
following functions: 

(a) To advise the General Services Administration on new technological de- 
velopments in the office equipment industry and of possible applications to the 
requirements of the Government. 

(b) To assist the GSA on problems involving effective and economical utiliza- 
tion of office equipment. 

(c) To advise GSA regarding availability of commercial business machine 
facilities to meet peak tabulating requirements. 

(dq) To make available to GSA a full and comprehensive knowledge of office 
equipment industry operations and practices. 

2. June 7, 1955. 

3. Government chairman: William C. Cleary. 

Industry members : 


Ray W. Barry Frank E. Johnson 
Harold J. Briggs N. D. MacLeod 
Dwight R. Cooke Edward M. MacCoy 
Lee Field Fred P. Stewart 
H. H. Goodman Harry R. Wise 


4, Section 205 (g) of the Federal Property and Administrative Services Act 
of 1949, Public Law 152, 81st Congress. 

5. Administrative Order No. 169 attached. 

6. Members of the Committee were appointed by the Administrator of General 
Services. 'Their terms of office are for 1 fiscal year. 

7. The committee advises and consults with the Administrator of General 
Services through the Government chairman. 

8. The members of this committee receive no compensation, or reimbursement 
for expenses. 

9. The committee meets at the call of the Government chairman. It meets 
in the General Services Building. 

10. The Government chairman has authority to convene the Committee. 
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11. The only officer of this Committee is the Government Chairman who is 
appointed by the Administrator of General Services. 

12. Minutes of the Committee’s meetings are kept by a GSA employee 
designated by the Government Chairman. 

13. The minutes are filed in the office of the Government Chairman. 

14. Committee minutes are available for inspection by anyone “properly and 
directly concerned” as provided in part I of title 44, Code of Federal Regu- 
lations. 

15. A press release covering the subject matter of the Committee meetings 
may be prepared when the Government Chairman considers a public statement 
desirable. Approval of the Office of Public Information and Reports and the 
Administrator is provided for prior to the issuance of any press releases by the 
Office of Public Information and Reports. 

16. To date the Committee has met only once, on June 30, 1955, in the General 
Services Building. 

17. The Government Chairman prepares the agenda for Committee meetings. 

18. The Government Chairman has authority to place items on Committee 
agendas. 

19. The views of the Committee which are advisory are made of record in 
the Committee minutes. No other communications are normally prepared. 

20. No. 


21. The background, business connections and qualifications of the Committee 
members are as follows: 

Ray W. Barry. Has been employed by Burroughs Corp. since 1930 and 
is presently the Washington branch manager of that company. 

Harold J. Briggs. Has been employed by Thomas A. Edison, Inc., since 
1948 and is presently the Washington district manager of that company. 

Dwight R. Cooke. Has been employed by Marchant Calculators, Inc., 
since 1925 and is presently a director and Washington agency manager of 
that company. 

Lee Fields. Has been employed by the Victor Adding Machine Co. since 
1931, and is presently the manager, Government sales office, of that company. 
He is also the president, Washington Office Equipment Managers Asso- 
ciation. 

H. H. Goodman. Has been employed by Remington Rand, Ine., since 
December 1919, and is presently a vice president of that company. 

Frank E. Johnson. Has been employed by Shaw-Walker Co., since 1913, 
and is presently a vice president and Washington branch manager of the 
company. 

N. D. MacLeod. Has been employed by the Underwood Corp., since 1922, 
and is presently the Washington district manager of that company. 

Edward M. MacCoy. Has been employed by the Standard Register Co. 
since 1926 and is presently manager, Federal Government sales division of 
that company. 

Fred P. Stewart. Has been employed by the General Fireproofing Co. 
since 1947 and is presently the Washington branch manager of that com- 
pany. 

Harry R. Wise. Has been employed by the National Cash Register Co. 


since 1946 and is presently the manager, Government sales division of that 
company. 


22. None. 
GENEKAL SERVICES ADMINISTRATION, 
Washington, D. C. June 7, 1955. 


ADMINISTRATIVE ORDER NO. 169 


To: All officials of the General Services Administration. 
Subject: Establishment of Industry Advisory Committee on Office Equipment. 

1. General.—This order establishes a business advisory committee on office 
equipment management in accordance with, and subject to the provisions of 
Administrative Order No. 153, dated December 18, 1953, as supplemented. 

2. Establishment of committee—A business advisory committee on office equip- 
ment management to be known as the Industry Advisory Committee on Office 
Equipment is hereby established. The committee shall be composed of a Goy- 
ernment representative and as many members of the office equipment industry as 
the Administrator shall designate. The Government representative, who shall 
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be an employee of the General Services Administration, shall serve as chairman 
of the committee. 

3. Functions of the committee——The Industry Advisory Committee on Office 
Equipment shall have the following functions: 

(a) To advise GSA on new technological developments in the office equipment 
industry and of possible applications to the requirements of the Government. 

(b) To assist the GSA on problems involving effective and economical utiliza- 
tion of office equipment. 

(¢) To advise GSA regarding availability of commercial business-machine 
facilities to meet peak tabulating requirements. 

(d) To make available to GSA a full and comprehensive knowledge of office 
equipment industry operations and practices. 

4. Effective date——The provisions of this order shall be effective immediately. 

EDMUND F.. MANSURE, Administrator. 


INDUSTRY ADVISORY COMMITTEE ON WAREHOUSING 


1. Industry Advisory Committee on Warehousing.—This Committee has the 
following functions: ’ 

(a) To assist the General Services Administration with respect to problems 
involved in the acquisition and utilization of warehousing facilities. 

(b) To advise the General Services Administration with respect to problems 
involved in warehousing operations. 

(c) To assist the General Services Administration in the resolution of spe- 
cialized storage and handling problems arising in connection with individual 
commodities. 

(d) To make available to the General Services Administration a full and com- 
prehensive knowledge of commercial storage and warehousing practices. 

(e) To assist the General Services Administration in locating warehousing 
space where shortages exist and to advise this Administration on means of 
disposing of warehouse space surplus to the Administration’s needs. 

(f) To assist the General Services Administration in acquainting the ware- 
housing industry with the warehousing and storage needs of this Administration 
in order that the industry may better serve the needs of this Administration. 

2. January 24, 1955. 

3. Government Chairman: Vacant. 

Industry members: 


Leo M. Pistorino R. E. Abernathy 
Sherman L. Whipple, Jr. C, A. Miller 
Sdward M. Gardner, Jr. R. G. Dameron 

J. H. Threadgill S. M. Haslett, Jr. 
Kenneth L. Hessey A. E. Hullin 

F. D. Bateman James D. Murphy 


C. J. LaMothe 

4. Section 205 (g) of the Federal Property and Administrative Services Act 
of 1949, Public Law 152, 81st Congress. 

5. Administrative order 163 and supplement 1 attached. 

6. Members of the committee are appointed by the Administrator of General 
Services. Their terms of office are for 1 fiscal year. 

7. The committee advises and consults with the Administrator of General Serv- 
ices through the Government Chairman. 

8. The members of the committee receive no compensation nor are they reim- 
bursed for expenses. 

9. The committee meets at the call of the Government Chairman . All meet- 
ings are held in the General Services Building. 

10. The Government Chairman has authority to convene the committee. 

11. The only officer of the committee is the Government Chairman who is 
appointed by the Administrator of General Services. 

12. Minutes are kept by a GSA employee designated by the Government Chair- 
man. 

13. The minutes are kept on file in the office of the Government Chairman. 

14. Committee minutes are available for inspection by anyone “properly and 
directly concerned” as provided in part I of title 44, Code of Federal Regulations. 

15. A press release covering the subject matter of the committee meetings 
may he prepared when the Government Chairman considers a public statement 
desirable. Approval of the Office of Public Information and Reports and the 
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Administrator is provided for prior to the issuance of any press releases by the 
Office of Public Information and Reports. 

16. The committee has met on April 18, 1955, June 7, 1955, and September 20, 
1955. All meetings were held in the General Services Building. 

17. The Government Chairman prepares the agenda for committee meetings. 


18. The Government Chairman has authority to place items on the committee 
agenda. 
19. The views of the committee which are advisory are made of record in the 


committee minutes. No other communications are normally prepared. 

2"). No. 

21. The background, business connections and qualifications of the committee 
members are as follows: 

Leo M. Pistorino, president and treasurer of Bowker Storage & Dis- 
tributing Co., Ine., Boston, Mass. He is also president and Treasurer of 
Pistorino & Co., Ine., Boston, Mass., foreign freight and customs brokers. 

Sherman L. Whipple, Jr., president and director of Wiggins Terminals, 
Ine., Boston, Mass. 

Fdward M. Gardner, Jr., president of Gardner Warehouse Co., New York, 
No 
J. H. Threadgill, president of Transit Storage Co., Baltimore, Md. 
Kenneth L. Hessey, secretary-treasurer of Ozburn-Hessey Storage Co., 
Nashville, Tenn. He is also secretary-treasurer of Wood Products, Ine., 
Nashville, Tenn., manufacturers of wooden wedges and clogs for women’s 
shoes, and is also a partner in Hessey-Martin-Dillard Co., a bookkeeping 
service. 
F. D. Bateman, president of Griswold & Bateman Warehouse, Chicago, 
Til. 
(. J. LaMothe, chairman of the board of directors of the St. Louis Termi- 
nal Warehouse Co., St. Louis. Mo. 
R. E. Abernathy, president of Interstate-Trinity Warehouse Co., Dallas, 


©. A. Miller, president of Hayes Drayage & Storage Co., New Orleans, La. 

R. G. Dameron, president of Weiker Transfer & Storage Co., Denver, Colo. 

S. M. Haslett, Jr., president of Haslett Warehouse Co., San Francisco, 
Calif. 

A. E. Hullin, president of Hullin Transfer Co., Seattle, Wash. 

James D. Murphy. Has been employed by the Connecticut Terminal Co., 
New London, Conn., since November 1923, and has been treasurer since 
1953. 


»> 


22. None. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., January 24, 1955. 


ADMINISTRATIVE ORDER NO. 163 


To: All officials of the General Services Administration. 
Subject: Establishment of Industry Advisory Committee on Warehousing. 

1. General.—This order establishes a business advisory committee on ware- 

housing matters in accordance with, and subject to the provisions of, Adminis- 
trative Order No. 163, dated December 18, 1953, as supplemented. 
2. Establishment of committee.—A business advisory committee on warehous- 
ing matters to be known as the Industry Advisory Committee on Warehousing 
is hereby established. The Committee shall be composed of a Government repre- 
sentative and 12 members of the commercial warehousing industry. There shall 
be at least 1 industry representative from each of the 10 regional areas. The 
Government representative, who shall be an employee of the General Services 
Administration, shall serve as Chairman of the Committee. 

3. Functions of committee——The Industry Advisory Committee on Warehous- 
ing shall have the following functions: 

(a) To assist the General Services Administration with respect to problems 
involved in the acquisition and utilization of warehousing facilities. 

(6) To advise the General Services Administration with respect to problems 
involved in warehousing operations. 

(c) To assist the General Services Administration in the resolution of spe- 
cialized storage and handling problems arising in connection with individual 
commodities. 
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(d) To make available to the General Services Administration a full and 
comprehensive knowledge of commercial storage and warehousing practices. 

(e) To assist the General Services Administration in locating warehousing 
space where shortages exist and to advise this Administration on means of dis- 
posing of warehousing space surplus to the Administration’s needs. 

(f) To assist the General Services Administration in acquainting the ware- 
housing industry with the warehousing and storage needs of this Administration 
in order that the industry may better serve the needs of this Administration. 

4. Effective date——The provisions of this order shall be effective immediately. 


EDMUND F. MANSURE, Administrator. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., April 26, 1955. 


ADMINISTRATIVE ORDER NO. 163, SUPPLEMENT NO. 1 


To: All officials of the General Services Administration. 
Subject: Establishment of Industry Committee on Warehousing. 

1. General—tThis supplement amends section 2 of administrative order No. 
163, dated January 24, 1955, with respect to composition of the Industry Advisory 
Comnniittee. 

2. Amendment.—Section 2 of administrative order No. 163 is hereby amended 
to read as follows: 

“Hstablishment of Committee—A business advisory commitee on warehous- 
ing matters to be known as the Industry Advisory Committee on Warehousing 
is hereby established. The Committee shall be composed of a Government repre- 
sentative and as many members of the commercial warehousing industry as the 
Administrator shall designate. There shall be at least 1 industry representa- 
tive from each of the 10 regional areas. The Government representative, who 
shall be an employee of the General Services Administration, shall serve as 
Chairman of the Committee.” 

3. Effective date——The provisions of this supplement shall become effective 
immediately. 


EpMUND F. MANSURE, Administrator 


GENERAL SERVICES ADMINISTRATION 
INDUSTRY ADVISORY TECHNICAL COMMITTEE ON TIRES 


1. Industry Advisory Technical Committee on Tires: This Committee has the 
function of advising the General Services Administration in the development of 
suitable laboratory and road tests, which will be used as a basis of revision of 
the Federal specification for pneumatic tires. 

2. June 24, 1954. 

3. Government Chairman: Willis S. McLeod. 

Industry members: 


F. Ek. Buddenhagen W.F. Perkins 
Frank Newton W. LL. Campbell 
Howard J. Steiner R. C. Hudson 

T. A. Robertson W. H. Ramsthaler 
Lee Mitchell L. ¥. Michelson 


W. F. Hoelzer J.N. Bra ley 

4. Section 205 (g) of the Federal Property and Administrative Services Act 
of 1949, Public Law 152, 81st Congress. 

5. Copy of letter attached. 

6. The members of the Committee are appointed by the Commissioner, Federal 
Supply Service. Their terms of office are indefinite. 

7. The Committee advises and consults with the Commissioner, Federal Supply 
Service, through the Government Chairman. 

8. The members of this Committee receive no compensation or reimbursement 
for expenses. 

9. The Committee meets at the call of the Government Chairman. It meets 
in the General Services Building. 

10. The Government Chairman has authority to convene the Committee. 

11. The only officer of the Committee is the Government Chairman, who is 
appointed by the Commissioner, Federal Supply Service. 
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12. The minutes are kept by a GSA employee designated by the Government 
Chairman. 

13. The minutes are kept on file in the office of the Government Chairman. 

14. Minutes of the meeting are sent to all tire manufacturers in the industry. 
Committee minutes are available for inspection by anyone “properly and directly 
concerned” as provided in part I of title 44, Code of Federal Reguiations. 

15. A press release covering the subject matter of the Committee meetings may 
be prepared when thet Government Chairman considers a public statement de- 
sirable. Approval of the Office of Public Information and Reports and the 
Administrator is required prior to the issuance of any press release by the 
Office of Public Information and Reports. 

16. The Committee has met on the following dates in the places indicated : 

July 12-13, 1954, General Services Building, National Bureau of Standards. 
September 16, 1954, General Services Building. 
June 6, 1955, General Services Building. 

17. The Government Chairman prepares the agenda for Committee meetings. 

is. The Government Chairman has authority to place items on Committee 
agendas, 

19. The views of the Committee which are advisory are made of record in the 
Committee minutes. No other communications are normally prepared. 

20. No. 

21. The background, business connections, and qualifications of the Committee 
members are as follows: 

EF. E. Buddenhagen, vice president, Armstrong Rubber Co., West Haven, 
Conn. 
Howard J. Steiner, factory manager, Denman Rubber Manufacturing Co., 
Warren, Ohio. 
Lee Mitchell, manager, tire research and development division, Gates 
Rubber Co., Denver, Ohio. 
W. F. Perkins, manager, tire testing, Bb. F. Goodrich Co., Akron, Ohio. 
R. C. Hudson, assistant to director, design and construction, research and 
development department, Inland Rubber Corp., Chicago, Il. 
W. H. Ramsihaler, employed by the Frank C. Schenuit Rubber Co., Balti- 
more, Md. 
J. N. Bradley, manager, tire construction, United States Rubber Co 
Detroit, Mich. 
rank Newton, research and development department, Dayton Rubber Co., 
Dayton, Ohio. 
T. A. Robertson, tire engineering department, Firestone Tire & Rubber 
Co., Akron, Ohio. 
W. F. Hoelzer, employed by General Tire & Rubber Co., Akron, Ohio. 
W. L. Campbell, manager, product analysis division, development depart- 
ment, Goodyear Tire & Rubber Co., Akron, Ohio. 
L. F. Michelson, manager, tire design, Seiberling Rubber Co., Akron, Ohio. 
. None 


JUNE 24, 1954. 
Re Industry Advisory Technical Committee meeting on tires. 

Deak Mr. : Upon recommendation by your company, you have 
heen designated as a representative to serve on the Industry Advisory Techni- 
cal Committee on Tires to assist in advising this office in the development of 
suitable laboratory and road tests, which will be used as a basis of revision of 
Interim Federal Specification ZZ—-T—O0088lg for Pneumatic Tires. 

You are invited to attend a meeting of this Advisory Committee, which will be 
held at 9:30 a. m., Monday, July 12, 1954, and, if necessary, on Tuesday, July 
13, in room 6340, General Services Building, 18th and F Streets NW., Washing- 
ton, D.C. 

Your alternate, Mr. EF. A. Roberts, vice president in charge of research and 
development, is also invited to attend as an observer. 

The agenda of the meeting is as follows: Please come prepared to discuss these 
items: 

1. Laboratory tests. 

2. Road tests: The inclusion of methods of tests in the specification; require- 
ments ; where tests are to be conducted and financing of tests. 

3. Nylon fabric tires: Sizes, technical data, including consideration of test re 
sults and test requirements which each company is requested to submit before 
this meeting or bring to the meeting. Possible interchangeability of 4-ply nylon 
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fabric passenger-car tires with standard 6-ply cotton or rayon fabric passenger- 
car tires. 

If time permits, a visit may be made to the National Bureau of Standards to 
see the new Tire Test Laboratory. y , 

I um appointing Willis S. McLeod, Director of the Standards Division, as 
Chairman of this Advisory Technical Committee. 

Very truly yours, yi 
Ciirron E. Mack, Commissioner. 


1. GSA Rubber Business Advisory Committee: This Committee has the fol- 
lowing functions: To utilize the maximum extent possible the experience of 
qualified representatives of the rubber industry in connection with the GSA 
program of buying crude natural rubber. 

2. January 29, 1951. 

3. Government Chairman: E. H. Weaver, Commissioner, Defense Materials 
Service, GSA. 

Industry members: 

E. R. Gibson, Seiberling Rubber Co. 

J. F. Frank, Jacobus F. Frank Co. 

R. Badenhop, Robert Badenhop Corp. 

S. J. Pike, Sidney J. Pike Co. 

J.C. Roberts, Firestone Tire & Rubber Co. 
R. D. Reilly, Imperial Commodities Corp. 

D. H. Olson, Avia Corp. 

H. Van Valkenbergh, Dunlop Tire & Rubber Co. 
F. T. Koyle, C. M. Loeb, Rhoades & Co. 

(. J. Zabick, General Tire & Rubber Co. 

R. B. Bogardus, Goodyear Tire & Rubber Co. 
J.T. Adams, Sears, Roebuck & Co. 

Ralph Au, B. F. Goodrich Co. 

1). A. Patterson, N. A. Astlett & Co. 

J. Louis, Littlejohn & Co., Ine. 

E. W. Kane, American Hard Rubber Co. 

S. E. Brennan, H. Muehlstein & Co. 

In addition to the foregoing, observers are invited from the Departments of 
State, Commerce, Defense, and ODM. 

4. Defense Production Act of 1950: Section 205 (g) of Federal Property and 
Administrative Services Act of 1949; Public Law 152, 81st Congress. Strategic 
and Critical Materials Stock Piling Act. 

5. Copy of letter of January 29, 1951, attached. Copy of letter of October 18, 
1956, attached. 

6. Members of the Committee are appointed by the Administrator of General 
Services for an indefinite term. 

7. The Committee advises and consults with the Administrator of General 
Services through the Government Chairman. 

8. No compensation has been paid. 

9. The Committee meets at the call of the Government Chairman whenever 
serious problems are encountered, and has averaged one meeting a year. All 
meetings are held in the GSA Regional Office Building. 

10. The Government Chairman has authority to convene the Committee. 

11. The Chairman is appointed by Administrator, GSA. The secretary is ap- 
pointed by G. K. Casto, Acting Director, Agriculture Division, DMS. 

12. G. K. Casto is responsible for keeping the minutes. 

13. The minutes are kept on file in the office of the Acting Director, Agri- 
culture Division, DMS, room 6060, GSA Regional Office Building. 

14. While the information discussed by the Committee is not of a classified 
nature, many of the problems discussed, such as the quantity of a grade of 
rubber currently in the stockpile which requires rotation, could have a material 
effect on the supply-demand ratio of such grade. Were this information to 
become public knowledge, it could cause substantial price disturbances. This 
could result in complaints from producing countries that GSA wag trying to 
depress the market, and it could result in complaints from domesti¢ consumers 
that we were unduly influencing the market price. For this reasom, minutes of 
the meetings are not available for public inspection except by persons “properly 
and directly concerned” as provided in part I of title 44, Code of Federal 
Regulations. 
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15. A press release covering the subject matter of the Committee meetings 
may be prepared when the Government Chairman considers a public state- 
ment desirable. Approval of the Office of Information and the Administrator 
is provided prior to the issuance of any press releases by the Office of In- 
formation. 

16. Since January 1, 1953, the Committee has met on January 11, 1954, March 
31, 1955, and September 13, 1956. All meetings were held in the GSA Regional 
Office Building. 

17. The Government Chairman prepares the agenda for Committee meet- 
ings, 

18. The Government Chairman has authority to place items on Committee 
agendas. 

19. No. Advice is given only in Committee meetings. 

20. No staff, full or part time. 

21. The background, business connections, and qualifications of the com- 
mittee members are as follows: 

E. R. Gibson, serves as manager, purchasing and stores, Seiberling Rubber 
Co. In such capacity he buys rubber requested by that company. 

J. F. Frank, is owner of the Jacobus F. Frank Co., and American-domiciled 
company serving as agents for a number of Far Hastern packers and 
shippers of rubber. 

R. Badenhop, president of the Robert Badenhop Corp., which company 
imports and distributes rubber. 

S. J. Pike, president of the Sidney J. Pike Co., which company imports 
and distributes rubber. 

J. ©. Roberts, director of rubber purchases for the Firestone Tire & 
Rubber Co., and in such capacity purchases the rubber requirements 
for that company. 

R. D. Reilly, vice president of Imperial Commodities Corp., which com- 
pany imports and distributes rubber. 

Dy. H. Olson, vice president of the Avia Corp., an American-domiciled 
company serving as agent for a number of Far Eastern packers and ship- 
pers of rubber. 

H. Van Valkenbergh, vice president of Dunlop Tire & Rubber Co., in 
which capacity he purchases the rubber requirements for that company. 

F. T. Koyle, partner of the C. M. Loeb, Rhoades & Co., in which ca- 
pacity he imports and distributes rubber. 

Cc. J. Zabick, director of purchases of the General Tire & Rubber Co., 
purchases the rubber requirements of that company. 

R. B. Bogardus, manager of the crude-rubber department of the Good- 
vear Tire & Rubber Co., purchases the rubber requirements for that com- 
pany. 

J. T. Adams, buyer in the crude-rubber department of Sears, Roebuck & 
Co., purchases the rubber requirements for that company. 

Ralph Au, manager of the rubber-purchase division, B. F. Goodrich Co., 
purchases the rubber requirements of that company. 

D. A. Patterson, chairman of the board of the H. A. Astlett Co., imports 
and distributes in rubber. 

J. Louis, president of Littlejohn & Co., Inc., imports and distributes in 
erude and natural rubber. 

E. W. Kane, treasurer of the American Hard Rubber Co., purchases the 
rubber requirements of that company. 

S. E. Brennan, vice president of H. Muehlstein & Co., trades and dis- 
tributes crude natural rubber. 

22. No reports have been made by the Committee, other than the Committee 
minutes, within the existence of the Committee. 


JANUARY 29, 1951 
Mr. JAMES ADAMS, 
Oak Park, Ii. 

Dear Mr. ADAMS: Emergency Procurement Service of the General Services 
Administration has embarked upon a program of exclusive Government buying 
of erude natural rubber, in an effort to acquire a stockpile and to satisfy 
authorized consumption by industry. 

In the undertaking of such a requirement, this service would like to utilize 
© maximum extent possible the experience of qualified representatives of the 
rubber industry. 
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In order to accomplish this purpose, it is requested that you serve as a mem- 
ber of the General Services Administration Advisory Committee on Crude Natural 
Rubber. 

It is proposed that the Committee meet on a monthly basis with the first meet- 
ing scheduled for mid-February. As soon as a definite time has been agreed 
upon, you will be notified in the usual manner. 

Very truly yours, 
A. J. Watsu, Acting Commissioner. 


OcTOBER 18, 1956. 
Mr. S. E. BRENNAN, 
Vice President, H. Muehlstein & Co., Inc., 
New York, N. Y. 

Dear Mr. BRENNAN: AS you are aware, General Services Administration has 
maintained a rubber business advisory committee for the past several years. 
The committee meets in Washington, not at regular intervals but when there are 
mutual problems to be solved. The membership is composed of 9 representatives 
of the manufacturing industry and 9 representatives of the importing industry. 

The president of the Rubber Trade Association of New York, Inc., has made 
certain recommendations to GSA for the filling of two vacancies that presently 
exist for representatives of the importing industry. We would be pleased to 
have you accept an appointment to the committee to fill one of these vacancies. 
We feel that your experience will be of benefit to GSA and to the industry as a 
whole in this advisory capacity, and hope that it will be possible for you to 
accept the appointment. 

Sincerely yours, 
Epwarp K. MILts, Jr., Acting Administrator. 

Mr. McCormack. Is this committee still in existence ? 

Mr. Casto. Yes, sir. 

Mr. McCormack. That is in connection with the stockpiling, is it 
not ¢ 

Mr. Castro. That is correct. 

Mr. McCormack. Do you have a full-time salaried officer employee 
assigned to them ? 

Mr. Casto. We devote our time required to the committee. 

Mr. McCormack. That is full time? You have other duties but, in 
other words, all of your time would not have to be taken up on them ? 

Mr. Castro. That is right. 

Mr. McCormack. Whatever there is, is full time, officials or em- 
ployees assigned to them ? 

Mr. Casto. Yes, sir. 

Mr. McCormack. So you do not think there is anything sinister 
about that in GSA? 

Mr. Casto. None whatsoever, sir. 

Mr. McCormack. That is one of the objectives of the pending bill ? 

Mr. Casto. That is right. 

Mr. McCormack. To permit the use of advisory committees where 
there is authority in law for their formation. 

There is authority in law and you have acted in accordance? 

Mr. Casto. Yes, sir. 

Mr. McCormack. There is nothing sinister about that in your 
opinion; is there ? 

Mr. Castro. No. ' 

Mr. McCormack. In the opinion of the GSA ¢ 

Mr. Casto. No, sir. 

Mr. McCormack. No. 2 you have answered already. 
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To permit only such agenda for advisory committees as formulated 
by full-time salaried officers and employees of the Government. That 
is what you do now? 

Mr. Castro. Yes, sir. 

Mr. McCormack. To permit only such meetings as called and 
chaired by full-time, salaried officers or employees of the Government ? 

Mr. Weaver. Yes, sir. 

Mr. McCormack. Is that done now? . 

Mr. Weaver. Yes. 

Mr. McCormack. By the GSA? 

Mr. Weaver. Yes, sir. 

Mr. McCormack. In other words, the GSA thinks that is a very fine 
practice and procedure ? 

Mr. Casto. Yes, sir. 

Mr. McCormack. You do not think there is anything sinister 
about it ? 

Mr. Castro. No, sir. 

Mr. McCormack. No. 4. Keep full and complete minutes of each 
meeting ? 

Mr. Casto. Yes, sir. 

Mr. McCormack. As a matter of fact, if that were not done, it 
might be considered strange, suspicious. I use the word “sinister” 
in the sense of justifiable suspicion and governmental actions, or 
actions unnecessary that create suspicion. I do not necessarily mean 
anything evil from the angle of a violation of any law, but you do 
not consider it anything sinister or wrong? As a matter of fact, the 
GSA has done it of its own accord. 

No. 5, to prevent the committee from functioning otherwise than 
in an advisory capacity ? 

Mr. Castro. That is correct. 

Mr. McCormack. That is elementary. Anybody who thought that 
was sinister, his thoughts might be considered sinister in themselves. 

Mr. Horrman. Will the gentleman yield? Will the gentlemen tell 
ine what he is reading from ? 

Mr. McCormack. Secretary Weeks, Secretary of Commerce, in 
proposing the bill, sets forth these reasons. 

Mr. Horrman. May I have a copy of it? 

Mr. McCormack. I am going to have it put into the record. 

In other words, he says in part—whether or not this is a complete 
and accurate description of the purposes of the bill—the purpose of 
the bill is quite clear that both bills are intended to protect the Gov- 
ernment from so-claimed sinister influence of advisory committees 
rather than to keep such committees from violating the antitrust law. 
In other words, your answer to my question, when | asked you whether 
or not you consider it sinister or claimed it is sinister is what? 

Mr. Weaver. No, sir. 

Mr. McCormack. I think that is all. 

Chairman Dawson. Mr. Hoffman ? 

Mr. Horrman. Mr. Brown may have questions before I do. 

Mr. Brown. Go ahead, Clare. 

Mr. Horrman. These committees to which you refer, are they 
limited to 1 year? 

Mr. Castro. No, sir. 
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Mr. Horrman. That is something I do not understand in view of 
what is stated in section 15 of the Administrative Expense Act of 1946. 
The head of any department may procure the services of experts and 
consultants for tenures “not in excess of 1 year.” What does that 
mean to you? 

Mr. Castro. I was not familiar with that requirement. As far as I 
am concerned, our committee has been in existence since 1951 and most 
of the members of that committee have served continuously since that 
time. 

Mr. Horrman. That is what I understood from your statement. 

I wonder, Mr. Chairman, if that meant anything, or if by common 
consent it was ignored. 

Mr. Castro. I would prefer to have counsel answer that question, if 
I may. 

Mr. Harporne. The authority that you just mentioned is not the 
authority under which the Rubber Advisory Committee was con- 
stituted. The authority is 205 (g¢) of the Federal Property and Ad- 
ministrative Services Act of 1949 which reads: 

“The Administrator may establish * * *”°— 

Mr. Horrman. You do not need to read it. My confusion grows out 
of the fact that this bill, as I understand it, amends section 15 of Pub- 
lic Law 600, 79th Congress, 2d session. That is what was given to me. 

Mr. Harpine. That does that. The authority that we are now 
operating under does not contain 

Mr. Horrman. The committee to which you refer was not created 
under section 15? 

Mr. Harpine. That is correct. 

Mr. Horrman. These amendments would have nothing to do with 
your committees ? 

Mr. Harptne. They would affect our committees. 

Mr. Horrman. But they would not apply to committees created un- 
der other acts? 

Mr. Harptne. I think I would have to confine my testimony to our 
own. 

Mr. Horrman. That is all. 

Chairman Dawson. Mr. Brown? 

Mr. Brown. I realize that GSA was created after the war, but did 
the Government have any committees similar to this, advising any- 
one in the Department of Defense or any other agency in Govern- 
ment, during World War II? 

Mr. Casto. Not to my knowledge. We were under the Treasury 
Department and we did not have in our stockpiling function, or any 
other functions that I was connected with, business advisory commit- 
tees at that time. 

Mr. Brown. Why? What was the theory or beliefs as to the neces- 
sity for having this committee starting in 1951, at the time of the 
Korean war? 

Mr. Casto. Yes, sir. 

Mr. Brown. That was a police action. Our most serious rubber- 
shortage situation arose, of course, in World War II, did it not? 

Mr. Casto. Yes. 

Mr. Brown. In other words, the only thought I had in my mind, 
and a bit of wonderment about, is why we need a committee like this 
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now when we did not have it before in the most critical days in our 
history when there was a great rubber shortage and a real problem to 
be solved ? 

Mr. Casto. You see, sir, back in the war, the Reconstruction Fi- 
nance Corporation was the exclusive buyer of rubber for the Govern- 
ment. 

Mr. Brown. I know that, but did they have an advisory committee 

Mr. Casto. No, but they had all the best brains of industry and the 
consuming industry and the importing industry as part of their 
organization. 

Mr. Brown. Then they went out of business when ? 

Mr. Castro. They were out in 1946. 

Mr. Brown. That is what I thought. I thought the war ended in 
1945 and then it was not until 1951 it was determined that we needed 
a committee like this? 

Mr. Casto. GSA on December 29, 1950, became the exclusive buyer 
of crude rubber once more. 

Mr. Brown. The Government did not have any such committee be- 
tween 1946 and 1951; is that right? 

Mr. Casto. No, sir. 

Mr. Brown. What does the committee do now ? 

Mr. Castro. It advises in connection with problems that we have in 
the rotation of our stockpile. 

Mr. Brown. You mean the taking out of the old rubber ? 

Mr. Castro. And replacement with the fresh. 

Mr. Brown. This committee found that some agencies of Govern- 
ment did not believe in that in and out method that. you mentioned, as 
far as food was concerned. I am wondering why rubber is more im- 
portant than food—that is, its rotation—but that is facetious, more 
or less. We run into a lot of peculiar things in Government in this 
committee. 

What is the problem as to taking this out? Is that something that 
cannot be settled by Government officials themselves, rather than by 
an see committee / 

Mr. Castro. [f you have a quantity of a certain grade of rubber 
which you want to move out of the stockpile and replace it with a 
hard, storable grade, a grade that will last for 20 years, you want 
to know the approximates rate at which you can move this particular 
grade of rubber without disrupting the market, without interfering 
with the producers in the Far East or with the consuming industry in 
the United States. You do not want to get too much rubber out into 
the market at one time, because you will soften the price to your own 
detriment. 

Mr. Brown. But the final decision as to whether it should, or should 
not, be moved is made after you get the minutes of these advisory com- 
mittee meetings, and that is m: ade by whom ? 

Mr. Casto. That is made by GSA. 

Mr. Brown. What officers? 

Mr. Casro. Mr. Weaver. I would like to say that we have had 
present at every meeting that we have had an observer from the Com- 
merce Department, 1 from the Defense Department, 1 from the State 
Department, and 1 from ODM. 
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Mr. Brown. Has there been any loss entailed to the Government in 
the sale of this rubber you decided to replace? 

Mr. Castro. Only the deterioration that has taken place in the old 
rubber in the period that it has been in storage. It would be a deterio- 
ration of quality or condition of the rubber. 

Mr. Brown. You get the market price for it? 

Mr. Casto. That 1s correct. 

Mr. Brown. That is all, Mr. Chairman. 

Mr. McCormack. Mr. Chairman, I have a question. 

The chairman read a letter from Mr. Wiggins, executive director of 
the Washington Post and Times Herald, in which he made some 
suggestions. 

While I am not competent to address myself to the legal problems involved, it 
has seemed to me offhand that the provisions in the proposed legislation requiring 
the registration of the information about these committees with the Congress 
might be wisely amended to provide that this pertinent information instead be 
published in the Federal Register * * *, 

Do you care to comment on that ? 

Mr. Castro. Would this be the minutes of the meeting / 

Mr. McCormack. No, I would think the action of the committee. 

Mr. Casto. We would have objection to that. 

Mr. McCormack. The minutes would be very voluminous. 

Mr. Casto. We have no objection to publication of the action. 

Mr. McCormack. The pertinent information that would go into 
the Federal Register. 

He also suggests—and I ask this question to get your reaction and 
your opinion: 


It has also occurred to me that in addition to requiring the maintenance— 


Before going on with that, I would like to ask you what about the 
agenda and minutes of the meeting being filed with the proper com- 
mittees of the Congress, transmitted through the Speaker and the 
President of the Senate? 

Mr. Casto. The minutes of the meetings? 

Mr. McCormack. Yes. 

Mr. Casto. Would those minutes be made public immediately ? 

Mr. McCormack. What is the objection to that? I would like to 
get your viewpoint for the record, on the question of publicity. 

Mr. Casto. The rubber market fluctuates rather violently each day 
and is subject to bullish and bearish forces. We have found in our 
experience that any time GSA makes any announcements regarding 
what it is doing insofar as the stockpiling of rubber is concerned, we 
either have a bearish effect on the market or a bullish effect on the 
market and if we have no effect whatsoever—if the price goes up or 
down—we get condemned because this has happened. This is the only 
objection that we have to making public the minutes of our meeting 
or having any—— 

Mr. McCormack. You mean at a particular time? 

Mr. Casro. That is correct. Later on, after the impact of the thing 
has passed, we would have no objection whatsoever to our minutes 
being made public. 

Mr. McCormack. In other words, a reasonable period so that in- 
formation could be used for speculative purposes and not in the public 
interest ¢ 
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Mr. Casro. That is correct. 

Mr. McCormack. Could not be available? 

Mr. Casro. Or if the market went up or down, we do not like to 
be blamed for it. We do not think our actions caused the market to 
go up or down and we do not want to be blamed for it. 

Mr. McCormack. I am just probing to try to get the benefit of your 
experience and knowledge. Could you pick out of the air a period 
of safety from the GSA angle, to prov res a report to be made some- 
where of the minutes? What would be a reasonable period? 

Mr. Castro. I would say 6 months, sir. 

Mr. McCormack. I see. Even then there might be protective lan- 
guage necessary, I can see that, but as to the basic proposition you do 


not see any objection when it can be done consistent with the interests 
of our country and our people ¢ 


Mr. Castro. No, sir; no objection at all. 

Mr. McCormack. What about the second suggestion of Mr. Wig- 
gins? That is, where he says: 

It has also occurred to me that in addition to requiring the maintenance of 
complete minutes under the minimal standards set forth in the bill, considera- 
tion ought to be given to open conduct of meetings and stronger provisions for 
public access to the minutes so maintained. 

Mr. Castro. Same objections. 

Mr. McCormack. You object to the same position ? 

Mr. Castro. Correct. 

Mr. McCormack. I do not think you put yourself in the position 
of objecting. Your position would be substantially the same there 
because you would have no objection to it at the right time? 

Mr. Castro. That is right. 

Mr. McCormack. Of course, the members of these committees have 
an excellent opportunity for obtaining valuable information them- 
selves, which, by reason of being a member of the committee, they 
have access to. 

Mr. Castro. Except that they would get only the benefit of discus- 
sion. They would have no way of knowing exactly what we were 
going to do after that meeting was over, since we reserve judgment 
ourselves and make our minds up on that after we have concluded the 
committee meetings. They would not know what we were going to 
do at the time. 

Mr. McCormack. That is, appointment to a committee like any 
one of these committees, it does give an opportunity of exchanging 
views of men in the business with the agency and with the contacts. 
It is only human, but still the contacts with individuals, the friend- 
ships that arise, those are all possible, are they not ? 

Mr. Casto. Yes, sir. 

Mr. McCormack. They are possible anywhere, as they are in other 
committees ¢ 

Mr. Casto. Yes, sir. 

Mr. McCormack. That requires great care, however, in the selec- 
tion of members ? 

Mr. Castro. Yes, sir. 

Mr. McCormack. Have you had any leaks on any of the committees 
of the GSA that you know of ? 

Mr. Castro. No, sir. 
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Mr. McCormack. By members of it? 

Mr. Castro. Not that I know of; no, sir. 

Mr. Weaver. I might make it clear, sir, that we make no resolutions 
at such meetings. 

Mr. McCormack. I appreciate that, but there are resolutions with- 
out being formal that can be made. I am just probing. I am just 
asking questions, not necessarily probing, but trying to get informa- 
tion because it means a lot to people in the same business as members 
of the committee who are not members of the committee from a com- 
petitive angle. It is vitally important. It has a relative effect and 
this bill does not deal with consultants at all. 

Let me ask the attorney a question. 

Have you seen the committee draft ? 

Mr. Harprne. Yes, sir. 

Mr. McCormack. On page 2, line 5, it says— 

(1) If a statute specifically requires such advisory committee to be estab- 
lished, * * * 
and so forth. That confines itself to where the statutes specifically 
require it. Some statutes authorize it, do they not? 

Mr. Harpinc. The statute I mentioned before authorizes. 

Mr. McCormack. What do you think, if the statute required all 
authorized? What do you think if the word “authorized” were put 
in there, if the bill were reported ¢ 

Mr. Harpine. We would have no objection to that. 

Mr. McCormack. As a matter of fact it would more completely 
cover the field. 

Mr. Harpine. Yes, sir. It would more completely cover the field. 

Mr. McCormack. I think that is all, Mr. Chairman. 

Chairman Dawson. Mr. Mitchell ? 

Mr. Mircueri. No questions. 

Chairman Dawson. Mr. Hoffman? 

Mr. Horrman. My understanding is that you stated that the con- 
clusions that you reach—I assume you are speaking of the Depart- 
ment when you use that statement—were not made public or were not 
given to the members of the advisory committee ? 

Mr. Casto. Minutes of the meeting? 

Mr. Horrman. Yes. 

Mr. Castro. Conclusions reached are not given to members of the 
committee. 

Mr. Horraan. Under this bill on page 3, section 3, subsection (c) 
there is a statement which says that conclusions reached by the ad- 
visory committee would be required to be in the minutes. 

Mr. Casto. The conclusions or the recommendations made by the 
Committee are included in the minutes; yes, sir. 

Mr. Horrman. Would you suggest that those conclusions should 
be made public? Would you not run into the same danger that Mr. 
McCormack referred to that would follow the disclosure of conclu- 
sions of the Department ? 

Mr. Casto. From my end of it, sir, I would not object to it. It 
might be that the committee members themselves might object to it. 

Mr. Horrman. Would not the members or the individuals who 
learned of the conclusions recommended or the conclusions reached by 
the Advisory Committee, would that not affect the market to as great 
a degree as the decision ? 
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Mr. Casto. Not if you published them 6 months later. 

Mr. Horrman. All right. You would make that subject to the 6 
months’ provision, too? 

Mr. Casto. Yes, sir. 

Chairman Dawson. You do not always follow their suggestions, 
do you ¢ 

Mr. Casto. No, sir. 

Chairman Dawson. If anybody tried to use them, they could walk 
on a tangent? 

Mr. Brown. Mr. Chairman, there is another angle to consider. 
Some people might be sitting on an advisory committee and if they 
come to a conc lusion that they ought to sell—and so recommend—a 
lot of rubber, I imagine that someone might feel that conclusion has 
been so unanimous in the advisory committee that undoubtedly the 
recommendation would be followed by the proper officials who make 
the final decision. Therefore, he might decide to take a little flyer 
in the rubber market. Might that not happen ? 

Mr. Casto. That is possible; yes, sir. On the other hand, the his- 
tory of the Committee is such, where the recommendation has been 
unanimous by the Committee, we still have not followed it. 

Mr. Brown. I understand that. 

Mr. Casto. They might run a risk there. 

Mr. Brown. It is one of the problems that you run into in connec- 
tion with these advisory committees. In my brief time in Congress, 
I have known of an instance or two where some Member would get 
the idea some legislation was going to be enacted, and would affect 
the market so he would go out and buy this or that stock. Some may 
have made a little money thereby and some probably lost a little, all 
based on their judgment as to what was actually going to happen. 
Mr. McCormack and I have learned never to bet on what Congress is 
going to do. 

Chairman Dawson. I do not bet on what it is going to do. 

Mr. McCormack. On what human minds might do. 

Following Mr. Brown’s inquiry, can you give the committee an idea 
or any information as to the final action taken by the competent au- 
thority in the GSA on the recommendations of this particular Ad- 
visory Committee, or any others, so that this will not make you think 
this Advisory Committee is being inquired into only. They are not. 
It is just an illustration of procedure. 

As to the number of times that their recommendations were not fol- 
lowed out by the competent authority of the GSA, who made final 
policy and decisions ? 

Mr. Casto. The number of instances? 

Mr. McCormack. Yes. 

Mr. Castro. I would guess from memory, sir, that it would be about 
oO percent. 

Mr. Brown. You mean that the advisory committees do not guess 
right more than 50 percent of the time ? 

Mr. Casto. That would be my answer; yes, sir. 

Mr. Brown. That makes some of us wonder as to the value of an 
advisory committee. If it is wrong half of the time, what is its 
value ? 

Mr. Horrman. Mr. Chairman, will the gentleman yield ? 
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Mr. Brown. Yes. 

Mr. Horrman. It is probably not as good as the recommendations 
of the Hoover Commission. 

Mr. Brown. I certainly agree with the gentleman on that. 

Mr. Horrman. Having been the author of that, I assume that you 
will. You are far more famiilar with its actions and conclusions than 
many of us. 

Mr. McCormack. If my friend is the author of the Commission, 
he is not going to be accountable for everything the Commission does. 

Mr. Brown. In Mr. Hoffman’s mind, I will. That brings up an- 
other question. 

Mr. Horrman. The gentleman certainly knows far more about 
what it did than does the average member. 

Mr. Brown. In connection with these advisory committees, it does 
not make any difference whether the advisory committee is appointed 
under all of the provisions of this bill, or appointed under the pres- 
ent arrangement. You still have that same problem as to whether or 
not if they make a decision or make a recommendation, somebody 
may possibly take advantage of that. They could do it either way, 
could they not? 

Mr. Casto. Yes, sir. 

Mr. Brown. In other words, by this bill we do not reach that prob- 
lem. It is one that I do not know how to solve. Anyone in a posi- 
tion to get information may be able to take advantage of it, and 
even though the law prohibits it, might do so? 

Mr. Casro. That is correct. 

Mr. Brown. We find many instances of that. 

That is all. 

Mr. McCormack. Following Mr. Brown's questioning, you said 
that about 50 percent of the time the GSA cannot follow the recom- 
mendations of the advisory committee, I think that is what you 
meant ? 

Mr. Casto. Yes, sir. 

Mr. McCormack. You said they were wrong about 50 percent of the 
time. That assumes, of course, that GSA is correct 100 percent of 
the time? 

Mr. Casto. I would like, first of all, to say that if we do not fol- 
low their advice, it does not necessarily mean that the committee is 
wrong because if you followed the advice that they had given you, 
conditions in your market would have been entirely different than 
conditions were when you did not follow their advice. You cannot 
tell whether they would have been right, or whether they would 
have been wrong in the advice that they gave you. 

Mr. McCormack. I admire your very fine statement which I will 
not press. 

Mr. Casto. We hold an advisory committee meeting in order to 
develop maximum possible information that we can secure, not neces- 
sarily to receive advice from them as to what we should do, but the 
quantity of a grade of rubber that the committee feels could be con- 
sumed without disrupting markets, or the total market, or amount of 
a grade of rubber that is being consumed monthly in the United 
States. As the price of natural ‘rubber goes up, consumption swings 
toward synthetic rubber and as the price comes down, it swings back 
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toward natural rubber. The problem is what grades are they using 
and in what quantities. 

Mr. McCormack. In other words, interpreting what your testi- 
mony is now, its relationship is such between the agency and these 
committees, that when their recommendations are not accepted, they 
are accepted only about 50 percent of the time, and that does not 
mean that they are wrong 50 percent of the time? 

Mr. Casto. That is correct. 

Mr. McCormack. I am glad you gave that additional information 
because it brings it closer together. 

Chairman Dawson. Mr. Montgomery ? 

Mr. Montrecomery. Mr. Weaver, you are a regular official of the 
GSA in charge of the Defense Material Service ? 

Mr. Weaver. Yes, sir; I am the Commissioner of the Defense 
Material Service. 

Mr. Montecomery. In that official capacity, you are the chairman 
of the Rubber Advisory Committee ? 

Mr. Weaver. Yes, sir. 

Mr. Montéomery. How long have you been the chairman ? 

Mr. Weaver. Since July 1, 1956. 

Mr. Monteomery. As a part of your duties on that committee, is it 
correct to assume that you enforce the standards that have been set 
administratively by GSA ? 

Mr. Weaver. That is correct. 

Mr. Monrecomery. That part of your duty is to enforce those 
standards? 

Mr. Weaver. Yes, sir; as I interpret them through my legal counsel 
and advisers. Yes, sir. 

Mr. Montcomery. As a matter of fact, the fact that you are chair- 
man is in conformity with one of the standards ? 

Mr. Weaver. I presume so. 

Mr. Monteomery. As a full-time Government official ? 

Mr. Weaver. From that viewpoint; yes, sir. 

I am a full-time salaried employee of the Government. 

Mr. Monrcomery. When did the GSA first invoke these standards? 

Mr. Weaver. I will have to call upon legal counsel to answer that. 

Mr. Montcomery. Approximately ? 


Mr. Harprne. Originally in 1950 and then there was a revision in 
1953. 


Mr. Monrcomery. What was the motivating factor in establishing 
the standards at that time ? 

Mr. Harprne. I would say principally in order to provide an orderly 
method for the use of industry advisory committees when they were 
necessary and also to provide the necessary information and rules of 
procedure in order to avoid conflict with statutes, such as the anti- 
trust statute, both on the part of Government people and industry 
people. ; 

Mr. Montreomery. Probably one factor was the recommendation of 
the Attorney General that such standards be established ? 

_Mr. Harprne. I think that was probably what led to the 1953 re- 
vision of our order, sir. , 

Mr. Montcomery. Do you feel that operations under standards, 
such as these, is of value to the Administration outside of any pos- 
sible violation of law, or improper conduct of the commtitee. 
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Mr. Castro. I would say yes, sir. 

Mr. Monteomery. Would you elaborate a little further on that? 
In what way do you feel it is valuable to you ? 

Mr. Casvo. I think it would prevent any committee members from 
getting together independently of the committee and forming any 
conclusions in advance as to recommendations that should be made. 

Mr. Montcomery. In that regard, you feel it is important that the 
agenda of thos. meetings be prepared by full time officials of your 
Administration / 

Mr. Castro. Yes, sir. 

Mr. Monrcomery. In other words, you do not feel that the com- 
mittee should meet of its own will and give voluntary advice / 

Mr. Casto. No, sir; our committee has been cautioned against that. 

Mr. Monrcomery. Mr. Weaver, I will direct this question to you. 
If you were not operating under standards similar to those prescribed 
in the bill, would you feel, as an official of the GSA, that you were 
capable of evaluating the advice given by these committees / 

‘ir. Weaver. Not personally: no, sir. IT have to lean on the advice 
of counsel and experts, and as happened at the last meeting, we relied 
on the combined knowledge of the representatives of Department of 
State, Commerce, ODM, and so forth. We then came to a conclusion 

Does that answer your question / 

Mr. Montcomery. Yes. Do you feel that in most instances, and in 
particular reference to the Rubber Advisory Committee, that as a 
natural thing their advice and recommendations might be colored by 
private interests or by the interests of the sector of industry repre 
sented by the me mbership 

Mr. Weaver. Yes, sir. I think that is just human, sir, but I think 
in the construction of this committee we have opposing forces and 
when we listen to all sides of the story, then we try to come to con- 
clusions out of that. 

Mr. Monreomery. When you have full and complete minutes of 
meetings, and there is a difference of opinion, it puts you in a better 
position to evaluate the recommendations they are giving? 

Mr. Weaver. Yes, sir. 

Mr. Monteomery. Do you have any other stockpiling advisory 
committees under your jurisdiction / 

Mr. Weaver. Not at the present time: no, sir. 

Mr. Monvcomery. Is there any advisory committee in the Govern- 
ment to your knowledge in connection with stockpiling of abaca ? 

Mr. Weaver. We lean on committees of the Department of Com- 
merce, and generally speaking, outside of this Rubber Advisory 
Committee, we use Department of Commerce advisory committees. 

We do not feel we should be duplicating committees already in 
existence. 

Mr. Montcomery. Well, as a matter of fact, your function in con- 
nection with the Rubber Advisory Committee is more or less that of 
administering the stockpile rather than deciding policies such as 
whether or not there should be a stockpile? 

Mr. Weaver. Exactly; that is the policymaking group which is 
ODM. 

Mr. Monteomery. From the copies of the minutes you furnished 

the committee prior to the hearing it appears that the meeting of the 
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committee on November 18 constitutes a good example of a division 
of opinion. That meeting was called because of the Suez crisis. 

Mr. Weaver. Yes, sir; | remember that very well. 

Mr. Monteomery. The indication is that the committee divided 
down the middle. The traders recommended one way and the manu- 
facturers the other. 

Mr. Weaver. Yes, sir. 

Mr. Monrcomery. The manufacturers, as I understand it, were in 
favor of an extension of the stockpile replacement plan. In other 
words, they wanted the 60-day period extended. 

Mr. Weaver. I would like advice from counsel as to whether or not 
I should disclose that information. 

Mr. Casto. There would be no objection to that. The manufac- 
turers were in favor of the extension in imports and industry was 
opposed to it. 

Mr. Montcomery. That would indicate that the committee mem- 
bers’ advice and recommendations coincide pretty closely with the 
financial interests of their particular businesses, would it not? 

Mr. Weaver. I think so. 

Mr. Monrcomery. And, naturally, they felt that their view 
probably would be in the best interest of the country ¢ 

Mr. Weaver. That is right, sir. 

Mr. Monrcomery. But, with opposing views such as this you are 
able to come to a more logical and better-informed opinion ? 

Mr. Weaver. With the know ledge that we had of how this program 
Was operating, we thought at that time that we should not disturb 
anything, and we decided to continue the program as it previously 
Was In operation. 

Mr. Monreomery. In the brief opportunity I have had to go over 
the minutes that you have furnished this committee, I have noted that 
they appear to be full and complete, but they do not indentify the 
persons expressing opinions. However they do show that the opinions 
expressed, were not always consistent with each other. Would you 
have objection to the incorporation of these minutes into this record ? 

Mr. Weaver. I would like advice of counsel on that. 

(There being no objections the minutes and related material were 
introduced into the record, as follows :) 


AGENDAS AND MINUTES OF GENERAL SERVICES ADMINISTRATION 
BUSINESS ADVISORY COMMITTEES ON RUBBER 


BUSINESS ADVISORY COMMITTEE ON RUBBER—AGENDA FOR 10 A. M., MEETING 
DECEMBER 2, 1953 
1. Stockpile grades of rubber 
(a) Permanent specification grades 
(6) Temporary specification grades 
Background of the accumulation of the stockpile. 
Storage facilities utilized 
Background of rotation 
Ground rules controlling rotation 
>. Discusssion and recomendations 
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NATIONAL STOCKPILE SPECIFICATION P-48A 
( Mopiries IssurE or May 1, 1948) 


MATERIAL PURCHASE SPECIFICATION 


CRUDE NATURAL RUBBER 
1. Description 
This specification covers the following grades of crude natural rubber: 
A. Superior quality ribbed smoked sheets (type IX). 
B. Standard quality ribbed smoked sheets (type I). 
C. Good fair average quality ribbed smoked sheets (type 2). 
D. Fair average quality ribbed smoked sheets (type 3). 
E. Superior quality thick and/or thin pale latex crepe (type IX). 
F. Standard quality thick and/or thin pale latex crepe (type 1). 
G. Clean thick and/or thin light brown crepe, European estates (type [X). 
H. Clean thick and/or thin brown crepe, European estates (type 2X). 
I. Superior clean thin light brown remilled crepe (type 1). 
J. Clean thin light brown remilled crepe (type 2). 
K. Clean light brown remilled blanket crepe (type 2). 
L. Clean brown remilled blanket crepe (type 3). 
M. No. 4 ribbed smoked sheets. 
N. No. 5 ribbed smoked sheets. 
O. No. 2 thick and/or thin pale latex crepe. 
P. No. 3X thick and/or thin brown crepe. 
Q. No. 3 thin light brown remilled crepe. 
R. No. 4 thin light brown remilled crepe. 
S. No. 1 roll brown crepe or flat bark. 
T. No. 4 brown remilled blanket crepe. 


BUSINESS ADVISORY COMMITTEE ON CRUDE NATURAL RUBBER—MINUTES OF THE 
MEEETING OF DECEMBER 2, 1953 


The meeting was called to order at 10 a. m., by the Governmental Chairman for 
consideration of the following agenda: 

1. Stockpile grades of rubber. 

(a) Permanent specification grades. 

(b) Temporary specification grades. 

Background of the accumulation of the stockpile. 
Storage facilities utilized. 

Background of rotation. 

Ground rules controlling rotation. 

}. Discussion and recommendations. 

After a review of the first four points by the Chairman, the following ground 
rules under which GSA rotates rubber were discussed : 

The following ground rules govern the rotation of crude natural rubber 
presently in the national stockpile. 

1. All rubber in the stockpile is inspected quarterly and each lot requiring 
replacement due to age, condition, or quality deterioration is reported. 

2. Rotation schedules detailing each such lot are then prepared and distrib- 
uted to both industry and the trade. 

3. Nonpermanent specification grades are replaced with permanent grades 
suitable for long-term storage. 

4. In all instances replacement rubber shall be afloat to or physically in the 
United States at the time of delivery of the old rubber rotated by GSA and 
physical replacement of new rubber in the stockpile accomplished within a period 
of 1 calendar month. As an example, old rubber is sold for December delivery 
by GSA and new replacement rubber is purchased for January delivery to GSA. 
At the time the December rubber is delivered by GSA, the January rubber must 
e afioat to or already physically in the United States. In the event of default 
on the replacement rubber, GSA buys spot rubber and charges excess costs if any 
to the account of the contractor. 

To the maximum extent possible, GSA shall have its books balanced at 
the close of business each working day. 

6. Purchase and sale are made simultaneously at the identical level of market. 
When a temporary grade is sold directly to a manufacturer and replaced by a 
dealer with a permanent grade, both halves of the transaction must be done at 
the same level o fthe market. As an example, if the market differential are 
a No. 4 Amber and a No. 1 RSS is 5 cents per pound, GSA will not sell the No. 
Amber unless GSA has a firm binding offer in hand at the 5 5-cent differential. 
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7. In all sales GSA equalizes freight with the purchaser with his normal 
port of entry in order to protect GSA’s intransit privilege and to be competitive. 

8. GSA will sell to and buy from either a dealer or a manufacturer. At the 
time of sale the purchaser must elect to either replace himself or to have GSA 
make the replacement. 

9. While GSA both buys and sells simultaneously, once the transaction has 
been completed, GSA cannot prevent the dealer to whom GSA has sold or from 
whom GSA has bought from taking a view of the market on either or both halves 
of the transaction as requested by the East. 

The following recommendations were made by members of the Committee: 

Mr. B. C. Schwab representing the Rubber Products Manufacturing Industry 
Committee members submitted the following paper and recommendations: 

The stockpile rotation program should be operated to make certain it does not 
control or influence the free mraket for natural rubber. This, it is understood, 
was the intent of Congress when it enacted the Strategic and Critical Materials 
Stockpiling Act. The Government, therefore, should have a neutral position 
in the free market for natural rubber. 

Claims have been made that the directive placed upon the General Services 
Administration by the Munitions Board to upgrade the stockpile as rapidly as 
possible has influenced the free market for natural rubber. Seemingly, there- 
fore, a conflict exists between the intent of Congress and administrative direc- 
tives. 

A grade pattern of the stockpile Was recommended originally to the Munitions 
Board by its industry advisory committee on May 14, 1947. The ultimate ob- 
jective for the stockpile at that time was approximately 600,000 long tons, 
while at the present time it is thought to be somewhat in excess of double this 
quantity. 

The stockpile pattern of grade distribution should be carefully reviewed. 
Industry recommendation concerning the grade pattern might well be different 
from that initially recommended when the stockpile objective was less than half 
the present level. Whether industry recommendations for this purpose should 
come from the GSA industry advisory committee or from a new ODM advisory 
committee is a matter for government to decide. 

It is appreciated that any new industry recommendations on this subject must 
be approved by the Office of Defense Mobilization and transmitted to the GSA 
in the form of a new directive. 

While this matter is under review and discussion, it is recommended that 

(1) GSA continue its sales of natural rubber from the Government stock- 
pile for the purposes of replacing rubber requiring prompt rotation to avoid 
deterioration. 

(2) In replacing such rubber, the GSA should until the final grade pattern 
is established buy 50 percent of the replaced quantity in RSS Nos. 1, 2, 
and 3, and 50 percent in RSS Nos. 4 and 5, and Brown and Amber Crepes, 
except No. 4 Brown and No. 4 Amber. 

(3) The GSA discontinue as of January 1, 1954, all further sales of 
natural rubber from the stockpile for upgrading purposes until such time 
as a new grade distribution pattern is developed and accepted. 

(4) Rotation sales for upgrading purposes under the existing directive 
may be continued until January 1, 1954, provided these sales are to be made 
for delivery prior to March 31, 1954. 

(5) During the period while the grade distribution pattern of the stock- 
pile is being reviewed, the GSA should consult with its advisory committee 
and appropriate subcommittees thereof to standardize a rotation program 
that will fully protect national security requirements, be fair to domestic 
consumers and importers, and be free of any control or influence on the 
free market for natural rubber. 

(6) In order to obtain further recommendations from its advisory com- 
mittee and subcommittees thereof, the GSA should disclose all facts avail- 
able to it regarding the quantities of rubber being rotated and its estimated 
future rubber requirements necessary to maintain the permanent grade 
distribution pattern of the stockpile. The methods employed by the Gov- 
ernment to determine deterioration, including physical inspection, should 
be discussed with the committee in an effort to seek recommendations for 
improvements. 

It is believed that if the existing grade distribution pattern is brought up to 
date, the GSA’s rotation program might within a reasonable period of time take 
a completely neutral position in the free market for natural rubber by replacing 
all grades sold with like quantities of the same grade. 
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At the conclusion of the presentation of the foregoing paper and recommenda- 
tions, Mr. Schwab on behalf of the United States Rubber Co. qualified his paper 
to the extent that his company did not advocate a moratorium at any time in 
connection with the rotation program stating that if a revised program is not 
finalized by January 1, his company believed that rotation should continue at 
possibly 60 to 70 percent of the monthly tonnage currently being rotated. This 
qualification was concurred in by several other members of the committee 
representing the consuming industry. 

Mr. Allen Grant, for and on behalf of the committee members representing 
the rubber import trade, submitted the following recommendations: 

1. Announce at the earliest possible date, but in no event later than Decem- 
ber 15, 1953, that the rotation of natural rubber from the Government 
stockpile will be discontinued 30 days after the date of such announcement. 

2. During the 30-day period the General Services Administration will sell 
rotation rubber for delivery during the months of December, January, Febru- 
ary, and March only. The total amount of rubber to be sold for delivery 
during such months, in addition to contracts previously executed, shall not 
exceed X long tons. 

3. The manufacturers’ group and the importers’ group constituting the 
Industry Advisory Committee of the General Services Administration will 
individually select (with the approval of the General Services Administra- 
tion) three members from each group as a subcommittee to consult with 
General Services Administration for the purpose of developing a rotation 
program which, after approval by the General Services Administration and 
the full committee, will be announced not later than February 1, 1954. 

In developing a program, it is suggested that the subcommittee give full 
consideration to the following points: (1) The amount of rubber to be 
rotated each month shall represent the minimum tonnage necessary to pro- 
tect national security: (2) to the largest extent possible the rubber rotated 
should be replaced grade for grade; and (3) forward sales should be re- 
stricted to a period of not more than 90 days. 

Certain members expressed the opinion that the present program was causing 
a material widening of differentials for the lower grades to the detriment of the 
small holder or native producer in the Bast. Other committee members were not 
sure that this was happening and suggested that a chart detailing the story of 
differentials be prepared in order that this matter might be further studied. 

Accordingly, the attached chart has been prepared which is considered self- 
explanatory and requires no comment. 

It was agreed that the General Services Administration in cooperation with 
the Department of State and the Office of Defense Mobilization would issue a 
press release covering the subject matter about which the Committee was 
convened. 

The meeting was adjourned at 2 p. m., December 2, 1953. 


JANUARY 6, 1954. 
Mr. Rateu PD. Av, 
B. F. Goodrich Co.. 
Akron, Ohio. 

DeAR Sire: You are invited to attend a task force meeting on crude natural 
rubber at 10 a. m., on January 7, 1954, in room 5421, of the General Services Ad- 
ministration, Regional Office Building, 7th and D Streets SW., Washington, D. C. 

The subject matter proposed for discussion is (1) revised grade distribution 
pattern for the stockpile and (2) revised ground rules for rotation. 

Very truly yours, 
Greorce K. Castro, Chairman. 


GENERAL SERVICES ADMINISTRATION 
SUMMARY MINUTES OF THE MEETING OF JANUARY 7, 1954 


The rubber task force of the Business Advisory Committee met at 10 a. m. on 
January 7, 1954, for purposes of discussing and recommending revised stockpile 
grade distribution pattern and revised rotation ground rules and developed the 
following : 

The table below illustrates in column 1 the present grade distribution pattern, 
in column 2 the pattern recommended by the Rubber Manufacturers Association 
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crude rubber committee, and in column 8 the grade distribution pattern recom- 
mended by the GSA task force. 


Recommended grade distribution pattern for the natural rubber stockpile 


Percent 
Category er) aE ee ~d Re aes: 
| 1 } 2 3 
1. RMA No. 1X: Superior quality thick pale crepe__-_-_-._.-- eset ; 
RMA No. 1: Standard quality thick pale crepe_.- Be sili ses 
RMA No. 1X: Superior quality thin pale crepe Mieitdiies ' 
RMA No. 1: Standard quality thin pale crepe__.--..-.._--| 2 | 2) 2 
2. RMA No. 1X RSS: Superior quality ribbed smoked sheets_|_____- a3 
RMA No, 1 RSS: Standard quality ribbed smoked sheets-__| 50-60 “w) 50 
3. RMA No. 2 RSS: Good fair average quality ribbed smoked | 
sheets 15-25 15 10 
4. RMA No. 3 RSS: Fair average quality ribbed smoked | 
sheets ae 10-15 15 15 
5. RMA No. 4 RSS: Low fair average quality ribbed smoked 
GOO os Secs A SI inn. So cera Se bates ok ES SR tad 8 | 8 
Total RSS 88 | 78 | 83 
6. RMA No. 1X: Clean thick light brown crepe | oa 
RMA No, 2X: Clean thick brown crepe__- | we 
RMA No. LX: Clean thin light brown crepe -chie 
RMA No, 2X: Clean thin brown crepe an 
RMA No. 1: Clean thin superior light brown crepe i 
RMA No. 2: Clean thin light brown crepe o we 
RMA No, 2; Clean thick blanket crepe (amber) abate ‘ ‘ 2 
RMA No. 3: Clean thick blanket crepe (amber)... ...-.-- 10 20 15 
Total__. ht cea dibetetteielltn 100 100 100 
| | 


The following ground rules were developed by the committee and as will be 
noted, only slight changes were made in Nos. 1 through 9. 

1. All rubber in the stockpile shall be examined quarterly and each lot re- 
quiring replacement due to condition and quality deterioration is reported. 

2. Rotation schedules detailing each lot shall be prepared and made available 
both to industry and the trade. 

3. Nonpermanent specification grades when rotated shall be replaced with 
permanent grades suitable for long-term storage. 

4. In all instances replacement rubber shal lbe afloat to or physically in the 
United States at the time of delivery of the old rubber rotated by GSA and 
physical replacement of new rubber in the stockpile accomplished within a 
period of 1 calendar month. As an example, old rubber is sold for December 
delivery by GSA and new replacement rubber is purchased for January delivery 
to GSA. At the time the December rubber is delivered by GSA, the January 
rubber must be afloat and scheduled for not later than January arrival to or 
already physically in the United States. In the event of default on the replace- 
ment rubber, GSA buys spot rubber and charges excess costs if any to the account 
of the contractor. 

5. To the maximum extent possible, GSA shall have its books balanced at the 
close of business each working day. 

6. Purchase and sale are made simultaneously at the identical level of market. 
When any grade is sold directly to a manufacturer or dealer and replaced by 
a dealer or manufacturer with a grade, both halves of the transaction must be 
done at the same level of the market. As an example, if the market differential 
between a No. 4 amber and a No. 1 RSS is 5 cents per pound, GSA will not sell 
the No. 4 amber unless GSA has a firm binding offer in hand at the 5-cent 
differential. 

7. In all sales GSA equalizes freight with the purchaser with his normal port 
of entry in order to protect GSA’s intransit privilege and to be competitive. 

8. GSA will sell to and buy from either a dealer or a manufacturer. At the 
time of sale the purchaser must elect to either replace the rubber or to have GSA 
make the replacement. 

9. While GSA hoth buys and sells simultaneously, once the transaction has 
been completed, GSA cannot prevent the dealer or manufacturer to whom GSA 
has sold or from whom GSA has bought from taking a view of the market on 
either or both halves of the transaction. 
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10. Sales shall be limited for delivery by GSA to the current month and/or 
the 3 following calendar months. 

11. In the case of rubber which has deteriorated and which has been included 
in a rotation schedule in accordance with paragraphs 1 and 2 above, there shall 
be no monthly quantitative limitation on sales; there may be, however, a quanti- 
tative limitation on upgrading. 

A considerable amount of discussion took place regarding the problem of 
upgrading, with the result that alternative drafts have been prepared covering 
this subject as follows. 

12. When replacing nonpermanent specification grades with permanent speci- 
fication grades as per paragraph 3 hereof which have not been listed on rotation 
schedules, the monthly sales shall be limited in quantity. The amounts made 
available shall be determined with due regard to the quantities rotated pursuant 
to paragraph 11 hereof and to minimize any influence on the market for natural 
rubber. If 10,000 long tons or more are rotated monthly under paragraph 11 
above, no sales shall be made pursuant to this paragraph. 

12. (Alternate:) When replacing nonpermanent specification grades with 
permanent specification grades as per paragraph 3 hereof which have not been 
listed on rotation schedules, the monthly sales shall be limited.in quantity. The 
amounts made available shall be determined with due regard to the quantities 
rotated pursuant to paragraph 11 hereof and to minimize any influence on the 
market for natural rubber. Sales shall be made pursuant to this paragraph 
only in those months in which the tonnage rotated pursuant to paragraph 11 is 
not substantial and then only when the market is capable of digesting a limited 
amount of upgrading without seriously disturbing existing market differentials. 

13. The foregoing ground rules shall apply in all cases and control all rotation 
by GSA except in the case of an absolute emergency such as the evacuation of a 
warehouse where nonpermanent specification grades of rubber would have to 
be moved to another point of storage. 


FEBRUARY 26, 1954. 
Mr. R. D. Young, 
President, Rubber Trade Association of New York, Ine. 
Washington, D.C. 

Dear Str: You are invited to attend a meeting of the General Services Ad- 
ministration’s Business Advisory Committee on crude natural rubber at 10 a. m., 
on March 4, 1954, in room 7508 of the General Services Administration Regional 
Office Building, 7th and D Streets SW., Washington, D. C. 

The subject matter proposed for discussion is revised ground rules for rota- 
tion and in order to bring you up to date on this problem there are attached 
copy of policies and procedures to govern GSA’s rubber-rotation program and 
minutes of meeting of the task force held on January 7. 

Very truly yours, 
GeorGE K. Casto, Chairman. 


POLICIES AND PROCEDURES To GOVERN GSA’s RUBBER ROTATION PROGRAM 


1. Objectives 


(a) Prevention of or minimizing deterioration of rubber in the stockpile. 

(b) Elimination of or minimizing the effect on rubber markets. 

(c) Maintenance of the rubber stockpile at the lowest cost to the United 
States Government consistent with (a) and (b) above. 


2. Basis for rotation 

(a) All rubber in the stockpile shall be examined quarterly and each lot re- 
quiring replacement due to deterioration shall be reported. 

(b) Rotation schedules detailing each such lot shall be prepared and made 
available to both the industry and the trade. 

(c) Only rubber appearing on a rotation schedule shall be sold from the stock- 
pile. 


8. Rotation process 

(a) GSA will sell to and buy from either a dealer or a manufacturer. At the 
time of sale the purchaser must elect either to replace the rubber or to have 
GSA make the replacement. 
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(b) Purchase of new rubber and sale of rotation rubber shall be made simul- 
taneously at the identical level of the market, with due account taken on con- 
dition and age. 

(c) Sales of rotation rubber shall be for delivery from the stockpile only in 
the current or succeeding 3 calendar months. 

(d) Deliveries of replacement rubber to the stockpile shall be in accordance 
with the following schedule: 


If rotation rubber is delivered from Replacement rubber shall be delivered 


the stockpile in the— to the stockpile— 
1. Current month or first succeeding Within 2 months after delivery of rota- 
month tion rubber 
2. Second succeeding month Within 1 month after delivery of rota- 
tion rubber 
3. Third succeeding month Same month as delivery of rotation rub- 
ber 


(e) In all sales GSA will equalize freight with the purchaser with his normal 
port of entry in order to protect GSA’s intransit privileges. 


SUMMARY MINUTES OF THE MEETING OF THE RUBBER BUSINESS ADVISORY COM- 
MITTEE HELD IN THE REGIONAL OFFICE BUILDING OF THE GENERAL SERVICES 
ADMINISTRATION ON Marcu 4, 1954 


The meeting was called to order at 10 a. m., by George Casto of the Rubber 
Division of the Emergency Procurement Service as the Government’s presiding 
officer with the following committee members in attendance. 

James Adams, Sears & Roebuck 

Ralph Au, B. F. Goodrich Co. 

©. H. Baker, Goodyear Tire & Rubber Co. 
E. R. Gibson, Seiberling Rubber Co. 

E. C. Schwab, United States Rubber Co. 
H. F. Van Valkenburgh, Dunlop Tire & Rubber Co. 
Val Wulff, Firestone Tire & Rubber Co. 
C. J. Zabeck, General Tire & Rubber Co. 
Jacobus Frank, Jacobus Frank & Co. 
LD. D. Haldane, Littlejohn & Co., Ine. 

Ray Hamilton, H. A. Astlett Co. 

Fred Koyle, Carl M. Loeb, Rhoades & Co. 
Bill Meyer, C. T. Wilson Co. 

Sid Pike, 8. J. Pike & Co. 

Fred Pusinelli, Fred Pusinelli & Co. 

Bob Riley, Imperial Commodities Co. 

The following also were present: 

James Sears, Rubber Manufacturers Association, Inc. 

R. D. Young, Rubber Trade Association of New York, Inc. 
Arthur Gary, Rubber Trade Association of New York, Inc. 
Arthur Wolf, Office of Defense Mobilization 

Willis Armstrong, Department of State 

George Alexander, Department of State 

Nverett Holt, Department of Commerce 

F. D. Bates, Jr., Department of Defense 

Joseph E. Salisbury, GSA 

J. J. Wolfersberger, GSA 

J. P. McElligott, GSA 

H. M. Neale, GSA 

R. F. Voelker, GSA 

Paul Andrews, GSA 

The report of the task force as shown in the summary minutes of the meet- 
ing of January 7, 1954, was discussed at some length, regarding the recommended 
grade distribution pattern or objective for the stockpile and after considerabie 
discussion of the advisability of increasing or decreasing the percentages of cer- 
tain categories, the representative from the Office of Defense Mobilization advised 


that for the immediate future the following grade distribution pattern would be 
finalized. 
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Category : Percent 
1. RMA No. 1X: Superior quality thick pale crepe 
RMA No. 1: Standard quality thick pale crepe___.___---.-__-----. 

RMA No. 1X: Superior quality thin pale crepe 


RMA No. 1: Standard quality thin pale crepe___.._......_----~---_- 2 

2. RMA No. 1X RSS: Superior quality ribbed smoked sheets__..__._. ~~~ 
RMA No. 1 RSS: Standard quality ribbed smoked sheets___._____- 55 

3. RMA No. 2 RSS: Good fair average quality ribbed smoked sheets... 10 
4. RMA No. 3 RSS: Fair average quality ribbed smoked sheets____-- 15 
5. RMA No. 4 RSS: Low fair average quality ribbed smoked sheets_._.__. 8 
PI Th iar tk isa Silat mai coeds minted RI Sima ln 88 


6. RMA No. 1X: Clean thick light brown crepe 
UE, OER, ua RITA WRN NCUC: SUN URON OI i ins senin entncttie ace cet ned incendie 
RMA No. 1X: Clean thin light brown crepe 
RMA No, 2X2 i€iiem: Chin: DOWN Giessen tne SES 
RMA No. 1: Clean thin superior light brown crepe 
BMA: No: 2 Cletin: thin Taht ‘brown: erené..... 02 cn el hace ite 
RMA No. 2: Clean thick blanket crepe (amber) -—----------------~ ~~. 
RMA No. 3: Clean thick blanket crepe (amber) —-------+----------- 10 


Total____ 


It was then agreed that the Committee would simultaneously consider the fol- 
lowing policies and procedures to govern GSA’s rubber rotation program and 
the ground rules developed by the task force. 


POLICIES AND PROCEDURES TO GOVERN GSA’S RUBBER ROTATION PROGRAM 
1. Objectives 

(a) Prevention of or minimizing deterioration of rubber in the stockpile. 

(>) Elimination of or minimizing the effect on rubber markets. 


(c) Maintenance of the rubber stockpile at the lowest cost to the United 
States Government consistent with (a) and (b) above. 


2. Basis for rotation 


(a) All rubber in the stockpile shall be examined quarterly and each lot requir- 
ing replacement due to deterioration shall be reported. 

(b) Rotation schedules detailing each such lot shall be prepared and made 
available to both the industry and the trade. 

(¢) Only rubber appearing on a rotation schedule shall be sold from the stock- 
pile. 
38. Rotation process 


(a) GSA will sell to and buy from either a dealer or a manufacturer. At the 
time of sale the purchaser must elect either to replace the rubber or to have GSA 
make the replacement. 

(b) Purchase of new rubber and sale of rotation rubber shall be made simul- 
taneously at the identical level of the market, with due account taken of condition. 

(c) Sales of rotation rubber shall be for delivery from the stockpile only in 
the current or succeeding 3 calendar months. 

(d) All deliveries of replacement rubber shall be in the same calendar month 
as the delivery of rotation rubber from the stockpile except that in the case of 
deliveries of rotation rubber from the stockpile in the current or succeeding 
month, an additional month shall be allowed for delivery of the replacement 
rubber. 

(e) In the event of default on the part of the replacement contractor, GSA shall 
buy spot rubber in the open market and charge excess costs, if any, to the account 
of the contractor. 

(f) In all sales GSA will equalize freight with the purchaser with his normal 
port of entry in order to protect GSA’s intransit privileges and to be competitive. 
4. Quantitative limitations 

(a) There shall be no monthly quantitative limitation on sales of rubber re- 
quiring rotation because of deterioration but there shall be a 5,000 long ton 
monthly limitation on upgrading. Upgrading shall be not only the replacement 
of nonspecification grade by specification-grade rubber, but also shall include 
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the replacement of a specification grade of rubber by a higher grade of the same 
type. 

(b) These quantitative limitations shall apply in all eases, including the forced 
evacuation of a warehouse. 

After considerable discussion it was agreed that the objectives as shown above 
would remain unchanged. 

The Committee next considered the basis for rotation. Certain Committee 
members were of the opinion that it would be entirely unnecessary for GSA to 
issue rotation schedules but could rotate rubber from the stockpile without going 
to the trouble of issuing a schedule. Certain other members of the Committee 
were of the opinion, however, that the rotation schedule was helpful in acquaint- 
ing consumers with lots of rubber requiring replacement. Accordingly, it was 
agreed that rotation schedules would continue to be issued by GSA and no changes 
were made in points (a), (0), and (c) under basis for rotation. 

In considering the rotation process, it was agreed that no change would be 
made in “(a@),” 

“(b)” would be changed to read as follows: “Purchase of new rubber and 
sale of rotation rubber shall be made simultaneously at the identical level of 
the market with due account taken of condition and age.” 

“(ec)” remains unchanged. 

Several members objected very strongly to the wording of “(d),’” maintaining 
that delivery of the replacement rubber could not be effected in the manner 
specified without serious market disturbance. Some of the representatives of 
the large manufacturing companies stated that their companies would be re- 
luctant to participate in the rotation program if this paragraph remained as 
written. 

Mr. Koyle recommended that this paragraph be modified to read approxi- 
mately as follows: “All deliveries of replacement rubber shall be no later than 
the calendar month following the month of delivery of rotation rubber from the 
stockpile.” 

The representative from the Office of Defense Mobilization suggested a com- 
promise by inserting the word “two” in the fourth line between the word “or’’ 
and “succeeding” so that the paragraph would read “all deliveries of replace- 
ment rubber shall be in the same calendar month as the delivery of rotation 
rubber from the stockpile except that in the case of deliveries of rotation rubber 
from the stockpile in the current or two succeeding months an additional month 
shall be allowed for -delivery of the replacement rubber.” Several members 
stated that they were unwilling to go along with Mr. Wolf’s suggestion main- 
taining that the fate of the entire rotation program hinged upon this matter. 
Consequenly, the Chairman decided to individually poll the members present 
as to their preference in this regard. When the vote was taken all members 
agreed with Mr. Koyle’s suggested change with the exception of Mr. Frank and 
Mr. Wulff. 

After considerable discussion it was agreed that ‘“‘(e)” could be deleted in its 
entirety since this matter was covered in the GSA rubber purchase contract. 

The Committee recommended to strike the last four words of the last line of 
paragraph (f), “and to be competitive.” 

Several members objected to the language used in describing quantitative 
limitations maintaining that this was not clear and not readily understandable. 
No suggested revised language was offered, all members recognizing that this 
was somewhat complicated. It was finally agreed that this paragraph would be 
reworked in an effort to more properly define its actual intent. 

In recommending an effective date that the revised procedure should become 
operative, most of the members suggested a date either in early March or April 1. 
One member suggested May 1 and two members suggested July 1, 1954. 

The meeting was adjourned at 1 p. m. 


GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 
AGENDA 


MEETING OF RUBBER BuSINESS ADVISORY COMMITTEE, OcToBER 26, 1954, GSA 
OFFICE BUILDING, 7TH AND D StTREEtTs SW. 


George Casto, Rubber Division; EPS, government presiding officer. 
1. Possible revision of the stockpile grade distribution pattern by eliminating 
category 5 shown on attached specification. 
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This item has been placed on the agenda for discussion for the following 
reasons. 
A. GSA buys only RMA types. 
B. The quality of No. 2 Brown and 3 amber presently being imported is 
definitely inferior to RMA standards. 
©. GSA has been accepting tenders of these grades down one-half grade 
provided the rubber was storable. 
D. Approximately 75 to 80 percent of the rubber of these grades tendered 
has been rejected. 
BD. Acceptable rubber in these grades presently being imported is not in 
sufficient volume to maintain the stockpile in a fresh condition. 
2. Review of the rotation program under the revised rotation policies and 
procedures during the period May 1 to September 30. 
3. All rotation rubber sold by the Government should be inspected during the 
contract delivery period specified. 
4. Recommendations for gaining greater participation in the rotation program. 
5. Suggestions for improvement of the rotation program. 


P—48a-R1 
September 2, 1954 
(Supersedes issué of Aug. 19, 1952) 


NATIONAL STOCKPILE PURCHASE SPECIFICATION 


RUBBER—CRUDE NATURAL 
1. Description 


This specification covers the following grades of crude natural rubber: 

A. No. IX RSS: Superior quality ribbed smoked sheets. 

B. No. 1 RSS: Standard quality ribbed smoked sheets. 

C. No. 2 RSS: Good fair average quality ribbed smoked sheets. 

D. No.3 RSS: Fair average quality ribbed smoked sheets. 

E. No. 1X: Superior quality thick and/or thin pale latex crepe. 

F. No. 1: Standard quality thick and/or thin pale latex crepe. 

G. No. IX: Clean thick and/or thin light brown crepe, European estates. 

H. No. 2X: Clean thick and/or thin brown crepe, European estates. 

I. No. 7: Clean thin superior light brown crepe. 

J. No. 2: Clean thin light brown crepe. 

K. No. 2: Clean thick blanket crepe (amber). 

L. No.3: Clean thick blanket crepe (amber). 

M. No. 4. RSS: Low fair average quality ribbed smoked sheets. 

The following zrades shall be purchased only when necessary in order to carry 
out the “rotation program” that has been established : 

N. No.5 RSS: Inferior fair average quality ribbed smoked sheets. 

O. No. 3: Clean thin brow? crepe. 

P. No. 4: Thin brown to dark brown specky crepe. 

Q. No. 4: Clean thick blanket crepe (amber). 


2. Quality requirement 


All crude natural rubber shall conform to the applicable requirements in the 
Rubber Manufacturers Association pamphlet, Type Descriptions and Packing 
Specifications for Natural Rubber, latest revision. 


8. Packaging and marking 


All material shall be packed and marked in accordance with the instructions 
in the Rubber Manufacturers Association pamphlet, Type Descriptions and Pack- 
ing Specifications for Natural Rubber, latest revision. 

The Government purchasing agent shall arrange for the additional placement 
of a “countermark” on each bale before delivery to storage. The countermark 
shall consist of Government contract number and lot or delivery number; e. g., 
aes Shipping documents and weight certificates shall show the countermark 
number. 


4. Sampling, inspection, and testing 


All crude natural rubber shall be subject to inspection by the purchaser or hia 
designee. Inspection shall be in accordance with the Rubber Manufacturers 
Association pamphlet, Type Descriptions and Packing Specifications for Natural 
Rubber, latest revision. 
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EXxHiBiT A 
Final objective for stockpile: 


Percent 

i POlC CTODC. «occ ncidinnnicvtuns ctactinaiidsid: bead ae 2 
1X and 1 ribbed. ansolted: cheets ds~ Lunia dinticieté.ah dain ain 98 
DOG icin icici vs nh tbo neeaslaeesncchlatabe ates: dis tiahiaetal ds-% 100 


Interim objective.—In achieving this final objective the stockpile may, for the 
purpose of permitting maximum flexibility of operation during the interim, con- 
tain up to the following percentages by grades: 

Percent 
No. 2 2ited mie Siete a ae, 2a ee oie 10 
No. 3 ribiell emobied shette. 2. 2 ee ee eee ee 20 
No. 1% titel: Daw cree a ee I er es 
No. 2X thick brown crepe__- 
No. 1X thin brown crepe__-—--- 
No. 2X thin brown crepe 
No. 1 thin brown crepe 
ING, SCREEN OV ea ee oi ecceeccininiimenbil 
No. 2 thick blanket crepe, amber 
No. 3 thick blanket crepe, amber 


ou 


Operating policy.—It is fully recognized that several years may be required 
to attain the final objective. In the intervening period the stockpile composition 


in the suggested proportions should be acquired in consideration of the following 
factors: 


1. Storability of the rubber. 
2. Conformance to RMA grades and packing specifications. 
3. Availability and value of grade purchased. 

4. The economics of market differentials. 

During this intervening period it is suggested that the GSA frequently consult 
with its Business Advisory Committee concerning the application of the above 
actors. 

Manufacturers recognize definite hazards in buying stockpile rubber. The 
risks involved in buying stockpile rubber as opposed to fresh rubber include 
these points: 


1. Increased inspection costs. 
2. Ten percent sample and ten percent weighing not necessarily representative 
because storage conditions in some warehouses do not permit adequate sampling. 


3. Possibility of delivery of lots other than those inspected and accepted by the 
buyer. 


4. Must accept at allowance unless non bona fide. 

No recourse after delivery as to quality, condition, and shortages. 
No control over time of shipment. 

Inadequacy of facilities and labor compared to harbors. 

Poor shipment, loading, and handling. 

). Inconvenient inland location of many warehouses. 


hs 
a | 


OPN 


ExHIBIT B 
GSA RoTaTION PROGRAM 


About a year ago certain changes in the GSA rotation program were suggested 
and adopted; these changes were aimed at further minimizing the impact of 
rotation on certain offgrades, thereby reducing the unreasonably large discounts 
at which these grades were currently selling. 

As is often the case in all matters connected with rubber, the effect of these 
corrective measures proved to be too great. Certain offgrades have recently been 
selling at discounts so small, as to be quite unjustified by any historical record. 

Furthermore, the rules under which GSA are presently operating forces them 
not only to buy certain offgrades at these unjustifiably small discounts but also 
to incur greatly increased rotation costs. The combination of these two factors 
makes such purchases completely uneconomic when compared with purchases of 
the higher grades. 

It seems obvious, therefore, that some change should be made in the present 
rotation program which would: (a) Place the purchases of offgrades on an 
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economic basis, giving proper consideration to the additional costs of their 
rotation, and (b) protect the native producers against a return to the unrea- 
sonably large discounts of a year ago. 

With this aim in view, it is suggested that the present limitation on upgrad- 
ing be removed, unless offgrades can be purchased in conformity with (a) and 
(b). If they can, such offgrades must be purchased within the pattern of the 
present program. Otherwise, GSA should be permitted to buy the relatively 
cheaper higher grades. 

The following table of buying discounts represents an attempt to tie in recent 
narrow differentials with the additional cost of rotating the lower grades, so 
as to protect both the GSA against uneconomic purchases and the native ‘pro- 
ducers against unreasonable large discounts. 








Basic | Rotated | Rotation Additional Buying 
discount | every— /| cost | rotation cost discount 
sibplistaiciecetstetacheliansiniiaciens Sienna stil cease lagi iegiamaaaiadtiandaieasia ata — a a sibaindinind —— 
Cents | Cents | Cents Cents 
No. 1 ribbed______- — . 5 ..| 20 years. __.-| ee te ee eres, ch auhmeee 
No. 2 ribbed_.........- eee 0.125 | 15 years. __--| 25 | 0. 083 0. 208 
| or 25 
No. 3 ribbed_............ Saal . 250 | 10 years____-| . 25 | . 250 . 500 
NO. Sree: .. newccecencee . 375 | 8 years_.._--| 25 | 375 . 750 
No. 1X brown__-__-_-__- eT 375 | 5 years__----| 25 | 750 1.125 
No. 2X brown_.--_---- Rodin okie . 500 | 5 years____--| . 25 . 750 1, 250 
a eee ee . 375 | 4 years..._.- . 25 1. 000 1.375 
ING, © MMNUGT..cs.-.s~- .500 | 4 years____-- - 25 | 1. 000 1, 500 


It is suggested that storage experience with the thin remilled browns does 
not justify their purchase. 

It should be pointed out that the “buying discounts” on ribbed correspond 
exactly with the old Rubber Reserve selling prices of July 1, 1945 (which were 
based on a 5-year historical record), while those on browns approximate 
them very closely. 

It is hard to imagine that the above “buying discounts” will produce any 
justifiable unfavorable reaction in the Far East since they give full recognition 
to the far too narrow differentials recently ruling and only make allowance 
for the higher rotation costs. 

The fact that the proposed “buying discounts” conform so closely to the old 
Rubber Reserve selling prices is, it is suggested, a very strong point. 

If and when a program such as this is adopted, it is urged that in any press 
release the GSA on no account make any mention of the actual buying differen- 
tials( which, of course, should be divulged to no one) but state simply that 
“in future purchases of offgrades proper consideration will be given to the 
increased cost of rotating such grades.” 

It is believed that if the above program is adopted, it should be subject 
to periodic review, not once a year, but every 3 or 4 months. It is hoped that 
they will have the minimum of effect on the far eastern markets, but time and 
experience alone can prove the accuracy of this statement. 


GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 
AGENDA 


TECHNICAL SUBCOMMITTEE MEETING OF RUBBER BUSINESS ADVISORY COMMITTEE, 
NOVEMBER 12, 1954, GSA REGIONAL OFFICE BUILDING, 7TH AND D STREETS SW. 


George Casto, Rubber Division, EPS, Government presiding officer. 

1. Possible revision of the stockpile grade distribution pattern. 

2. Review of necessity of continuing to stockpile latex crepes. 

3. Review of necessity of continuing to stockpile Liberian A and select A. 

4. Inspection and acceptance of rubber for the stockpile. 

The meeting was called to order at 10 a. m., by George Casto as the Govern- 
ment’s presiding officer with the following subcommittee members in attend- 
ance. 

R. B. Bogardus, Goodyear Tire & Rubber Co. 
Alan L. Grant, Alan L. Grant Co., Ine. 
Ray Hamilton, H. A. Astlett Co. 

















a a a 
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Frederick T. Koyle, Carl M. Loeb, Rhoades & Co. 
J.C. Roberts, Firestone Tire & Rubber Co. 
BR. C. Schwab, United States Rubber Co. 

The following were present as observers: 

W. J. Sears, Rubber Manufacturers Association, Inc. 

R. D. Young, Rubber Trade Association of New York, Inc. 
F. D. Bates, Jr., Department of Defense 

Arthur Wolf, Office of Defense Mobilization 

Stanley Nehmer, Department of State 

J. E. Salisbury, General Services Administration 

J. J. Wolfersberger, General Services Administration 

Mr. Wolf of the Office of Defense Mobilization again raised the question as 
to whether or not soft rubbers falling in category 5 and consisting of 1X and 2X 
thick and thin brown, 1 thin brown, 2 thin brown, 2 ambers and 3 ambers 
should be included as permanent stockpile specification grades. The sub- 
committee members representing the manufacturing industry stated that in the 
event of an emergency it would not be necessary to have any soft rubbers in 
the stockpile and had prepared a recommendation which they desired to offer 
for discussion, a copy of which is attached marked exhibit A. 

The subcommittee members representative of the Rubber Trade Association 
then offered a recommendation, copy of which is attached marked “Exhibit 
B.” 

The two recommendations were discussed simultaneously and it was finally 
unanimously agreed by the entire membership of the subcommittee that a final 
stockpile objective should consist of two categories as follows: 


Percent 

Pale latex crepe including Liberian A and select A--_.----_~-_-----~----~- 2 
IX, 1,2,.and.3 ribbed smoked shetttises. acai sei bee id et Za 98 
INN on ev sence cn peers rns ss es a ee ee eS eee eee 100 


Not more than 40 percent of the 98 percent shall be in the form of No. 2 and 3 
ribbed smoked sheets. 

It was further agreed that the RMA should make a study or poll of principal 
consumers of pale latex crepe to determine whether or not it would be absolutely 
essential to continue to stockpile these grades of rubber. 

It was further recommended that GSA while striving to realize the final 
stockpile grade distribution pattern should not move too fast but should only 
strive to obtain this final objective within a reasonable time and consistent 
with sound operating practices having least possible effect upon normal market 
operation. 

It was unanimously recommended that the GSA should rescind instructions 
which had been issued to its inspection staff regarding procedure to be followed 
in inspecting soft rubbers particularly 3 ambers which had been purchased 
for the stockpile. The committee recommended that GSA follow standard 
commercial practice to maximum possible extent, that remilled grades of rubber 
should be accepted for the stockpile down to % grade as had been done in the 
past provided the rubber tendered was suitable for long-term storage. 

It was agreed that GSA would reconsider this matter with a view toward 
following standard commercial practice to maximum permissible extent. 

The procedure under which the United Kingdom rotates its stockpile was 
explained in detail by certain members of the committee and again it was 
recommended that GSA give consideration to the payment of a fee or commis- 
sion to compensate those who participate in the rotation program for additional 
expenses incurred such as the ones detailed on page 2 of exhibit A. 

The Government requested an explanation of certain statements appearing 
on page 2 and committee members explained that they did not wish to be 
critical of the program but were only being practical as certain additional costs 
are incurred. 

Mr. Salisbury explained that we are endeavoring to correct all such diffi- 
culties that might from time to time arise and requested that he be immedi- 
ately notified when such difficulties do arise in order that they can be corrected. 

It was agreed at the conclusion of the meeting that the Office of Defense 
Mobilization would coordinate the present thinking of all interested Govern- 
ment agencies regarding this problem after which the matter would be presented 
to the full membership of the Rubber Business Advisory Committee prior to 
any changes being made in the grade distribution pattern or the present rotation 
ground rules. 

The meeting was adjourned at 12:45 p. m. 
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GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 


AGENDA 






MEETING OF RUBBER BUSINESS ADVISORY COMMITTEE, DECEMBER 17, 1954, GSA 
REGIONAL OFFICE BUILDING, 7TH AND D StrREEts SW. 





George Casto, Rubber Division, EPS, Government presiding officer. 
1. Proposed revision of rubber stockpile specifications. 
2. Proposal to extend by 30 days rotation replacement rubber. 
3. Adoption of commercial practices in GSA’s rubber purchases. 
4. Recommendations or suggestions for improvement of the rotation program. 
P—48a-R1 
September 2, 1954 
(Supersedes issue of August 19, 1952) 








NATIONAL STOCKPILE PURCHASE SPECIFICATION 


RUBBER—CRUDE NATURAL 
1. Description 
This specification covers the following grades of crude natural rubber: 
A. No. IX RSS: Superior quality ribbed smoked sheets. | 
B. No.1 RSS: Standard quality ribbed smoked sheets. 
C. No. 2 RSS: Good fair average quality ribbed smoked sheets. 
D. No. 3 RSS: Fair average quality ribbed smoked sheets. | 
BE. No. IX: Superior quality thick and/or thin pale latex crepe. 
F. No. 1: Standard quality thick and/or thin pale latex crepe. 
G. No. IX: Clean thick and/or thin light brown crepe, European estates. 
H. No. 2X: Clean thick and/or thin brown crepe, European estates. 
I. No. 1: Clean thin superior light brown crepe. 
J. No. 2: Clean thin light brown crepe. 
K. No. 2: Clean thick blanket crepe (amber). 
L. No. 3: Clean thick blanket crepe (amber). 
M. No. 4 RSS: Low fair average quality ribbed smoked sheets. 
The following grades shall be purchased only when necessary in order to 
carry out the rotation program that has been established : 
N. No. 5 RSS: Inferior fair average quality ribbed smoked sheets. 
O. No. 3: Clean thin brown crepe. 
P. No. 4: Thin brown to dark brown specky crepe. 
Q. No. 4: Clean thick blanket crepe (amber). 


2. Quality requirements 

All crude natural rubber shall conform to the applicable requirements in the 
Rubber Manufacturers Association pamphlet, Type Descriptions and Packing 
Specifications for Natural Rubber, latest revision. 


| 8. Packaging and marking 

All material shall be packed and marked in accordance with the instructions in 
the Rubber Manufacturers Association pamphlet, Type Descriptions and Packing 
Specifications for Natural Rubber, latest revision. 

The Government purchasing agent shall arrange for the additional placement 
of a countermark on each bale before delivery to storage. The countermark shall 
consist of Government contract number and lot or delivery number ; e. g., 12345—1. 
Shipping documents and weight certificates shall show the countermark number. 


4. Sampling, inspection, and testing 


All crude natural rubber shall be subject to inspection by the purchaser or his 
designee. Inspection shall be in accordance with the Rubber Manufacturers 
Association pamphlet, Type Descriptions and Packing Specifications for Natural 
Rubber, latest revision. 


GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 


SUMMARY MINUTES OF THE TECHNICAL SUBCOMMITTEE MEETING OF THE RUBBER 
BusINness Apvisory COMMITTEE HELD IN THE REGIONAL OFFICE BUILDING OF 
THE GENERAL SERVICES ADMINISTRATION ON NOVEMBER 12, 1954 


The meeting was called to order at 10 a. m., by George Casto as the Govern- 
ment’s presiding officer with the following subcommittee members in attendance: 
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R. B. Bogardus, Goodyear Tire & Rubber Co, 
Alan L. Grant, Alan L. Grant Co., Ine. 
Ray Hamilton, H. A. Astlett Co. 
Frederick T. Koyle, Carl M. Loeb, Rhoades & Co. 
J. ©. Roberts, Firestone Tire & Rubber Co. 
BP. C. Schwab, United States Rubber Co, 
The following were present as observers: 
W. J. Sears, Rubber Manufacturers Association, Inc. 
R. D. Young, Rubber Trade Association of New York, Inc. 
F. D. Bates, Jr., Department of Defense 
Arthur Wolf, Office of Defense Mobilization 
Stanley Nehmer, Department of State 
J. E. Salisbury, General Services Administration 
J. J. Wolfersberger, General Services Administration 
Mr. Wolf of the Office of Defense Mobilization again raised the question as 
to whether or not soft rubbers falling in category 5 and consisting of 1X and 2X 
thick and thin brown, 1 thin brown, 2 thin brown, 2 ambers and 3 ambers should 
be included as permanent stockpile specification grades. The subcommittee 
members representing the manufacturing industry stated that in the event of 
an emergency it would not be necessary to have any soft rubbers in the stockpile 
and had prepared a recommendation which they desired to offer for discussion, 
a copy of which is attached marked “Exhibit A.” 
The subcommittee members representative of the Rubber Trade Association 
then offered a recommendation, copy of which is attached marked “Exhibit B.” 
The two recommendations were discussed simultaneously and it was finally 
unanimously agreed by the entire membership of the subcommittee that a final 
stockpile objective should consist of two categories as follows: 


Percent 

ale latex crepe including Liberian A and select A--.-------------------- 2 
2K, 0; SZ, Tame Be ee a tg wns ccneiensatiaeeeane 98 
WOtHhe ut ou kh nae do aeennarm onmineinanttean dine ae 100 


Not more than 40 percent of the 98 percent shall be in the form of No. 2 and 
3 ribbed smoked sheets. 

It was further agreed that the RMA should make a study or poll of principal 
consumers of pale latex crepe to determine whether or not it would be absolutely 
essential to continue to stockpile these grades of rubber. 

It was further recommended that GSA while striving to realize the final 
stockpile grade distribution pattern should not move too fast but should only 
strive to obtain this final objective within a reasonable time and consistent 
with sound operating practices having least possible effect upon normal market 
operation. 

It was unanimously recommended that the GSA should rescind instructions 
which had been issued to its inspection staff regarding procedure to be followed 
in inspecting soft rubbers particularly 3 ambers which had been purchased for 
the stockpile. The committee recommended that GSA follow standard com- 
mercial practice to maximum possible extent, that remilled grades of rubber 
should be accepted for the stockpile down to one-half grade as had been done in 
the past provided the rubber tendered was suitable for long-term storage. 

It was agreed that GSA would reconsider this matter with a view toward 
following standard commercial practice to maximum permissible extent. 

The procedure under which the United Kingdom rotates its stockpile was 
explained in detail by certain members of the committee and again it was recom- 
mended that GSA give consideration to the payment of a fee or commission to 
compensate those who participate in the rotation program for additional expenses 
incurred such as the ones detailed on page 2 of exhibit A. 

The Government requested an explanation of certain statements appearing on 
page 2 and committee members explained that they did not wish to be critical 
of the program but were only being practical as certain additional costs are 
incurred. 

Mr. Salisbury explained that we are endeavoring to correct all such difficulties 
that might from time to time arise and requested that he be immediately notified 
when such difficulties do arise in order that they can be corrected. 

It was agreed at the conclusion of the meeting that the Office of Defense 
Mobilization would coordinate the present thinking of all interested Government 
agencies regarding this problem after which the matter would be presented to 
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the full membership of the Rubber Business Advisory Committee prior to any 
changes being made in the grade distribution pattern or the present rotation 
ground rules. 

The meeting was adjourned at 12: 45 p. m. 


EXHIsit A 
Final objective for stockpile. 


Percent 

ale crepe______-_- To asemieage nena teacaieae S—timemeesatiae tah. cathss Sf Bate 2 
TX See 2 TINSR MNORCE Shee oi ahs hee Ss ee dl ee Sart. OS 
Te. ea Eek at Deen ee a 100 


Interim objective.—In achieving this final objective the stockpile may, for the 
purpose of permitting maximum flexibility of operation during the interim, 
contain up to the following percentages by grades: 


Percent 
No. 2 Tibved Smoked sheets... 25. 
No. 3 ribbed smoked sheets_______________ sdntinaieacaieaioe 
No. 1X thick brown crepe 
No. 2X thick brown crepe 
No. 1X thin brown crepe 
No. 2X thin brown crepe 
ee ee ene en ene dike piniinaaaunensi-mnimamstidaeiannendiebaniiaadd: ” 
rT nT ka dads eamipiad laskesnahs Daviess torino 
No. 2 thick blanket crepe-amber 
No. 3 thick blanket crepe-amber 


Operating policy.—It is fully recognized that several years may be required 
to attain the final objective. In the intervening period the stockpile composition 
in the suggested proportions should be acquired in consideration of the following 
factors: 

1. Storeability of the rubber. 

2. Conformance to RMA grades and packing specifications. 

3. Availability and value of grade purchased. 

4. The economics of market differentials. 

During this intervening period it is suggested that the GSA frequently consult 
with its Business Advisory Committee concerning the application of the above 
factors. 

Manufacturers recognize definite hazards in buying stockpile rubber. The 
risks involved in buying stockpile rubber as opposed to fresh rubber include 
these points: 

1. Increased inspection costs. 

2. Ten percent sample and 10 percent weighing not necessarily representative 
because storage conditions in some warehouses do not permit adequate sampling. 

3. Possibility of delivery of lots other than those inspected and accepted by 
the buyer. 

4. Must accept at allowance unless non-bona-fide. 


5. No recourse after delivery as to quality, condition and shortages. 
6. No control over time of shipment. 

7. Inadequacy of facilities and labor compared to harbors. 

8. Poor shipment, loading, and handling. 


-~ 


). Inconvenient inland location of many warehouses. 





ExHisir B 
GSA RoraTIOn PRoGRAM 


About a year ago certain changes in the GSA rotation program were suggested 
and adopted; these changes were aimed at further minimizing the impact of 
rotation on certain offgrades, thereby reducing the unreasonably large discounts 
at which these grades were currently selling. 

As is often the case in all matters connected with rubber, the effect of these 
corrective measures proved to be too great. Certain offgrades have recently 
been selling at discounts so small, as to be quite unjustified by any historical 
record. 
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Furthermore, the rules under which GSA are presently operating forces them 
not only to buy certain offgrades at these unjustified small discounts but also 
to incur greatly incerased rotation costs. The combination of these two factors 
makes such purchases completely uneconomic when compared with purchases 
of the higher grades. 

It seems obvious, therefore, that some change should be made in the present 
rotation program which would (@) place the purchases of offgrades on an eco- 
nomic basis, giving proper consideration to the additional costs of their rotation, 
and (0b) protect the native producers against a return to the unreasonably large 
discounts of a year ago. 

With this aim in view, it is suggested that the present limitation on upgrading 
be removed, unless offgrades can be purchased in conformity with (@) and (Db). 
If they can, such offgrades must be purchased within the pattern of the present 
program. Otherwise, GSA should be permited to buy the relatively cheaper 
higher grades. 

The following table of buying discounts represents an attempt to tie in recent 
narrow differentials with the additional cost of rotating the lower grades, so as 
to protect both the GSA against uneconomic purchases and the native producers 
against unreasonable large discounts. 


| | | 
Basic Rotate 


j Rotation Additional | Buying 

discount every | cost rotation cost | discount 

Cents | Cents Cenis Cents 

No. l ribbed | | 20 vears | 0. 25 | 

No. 2 ribbed 0.125 | 15 years | 25 0. 083 0. 208 
| or. 25 
No. 3 ribbed 250 | 10 year 25 250 . 500 
No. 4 ribbed 375 | 8 years 25 375 750 
No. 1X brown 37 5 years . 25 750 1. 125 
No. 2X brown 500 ) years 25 750 1. 250 
No. 2 amber 375 | 4 years 25 1. 000 1. 375 
No. 3 amber 500 | 4 years 25 1. 000 1. 500 


It is suggested that storage experience with the thin remilled browns does not 
justify their purchase. 

It should be pointed out that the buying discounts on ribbed correspond exactly 
with the old Rubber Reserve selling prices of July 1, 1945 (which were based 
on a 5-year historical record), whilst those on browns approximate them very 
closely. 

It is hard to imagine that the above buying discounts will produce any justifi- 
able unfavorable reaction in the Far East since they give full recognition to the 
far too narrow differentials recently ruling and only make allowance for the 
higher rotation costs. 

The fact that the proposed buying discounts conform so closely to the old Rub- 
ber Reserve selling prices is, it is suggested, a very strong point. 

If and when a program such as this is adopted, it is urged that in any press 
release the GSA on no account make any mention of the actual buying differen- 
tials (which, of course, should be divulged to no one) but state simply that “in 
future purchases of offgrades proper consideration will be given to the increased 
cost of rotating such grades.” 

It is believed that if the above program is adopted, it should be subject to peri- 
odie review—not once a year, but every 3 or 4 months. It is hoped that they 
will have the minimum of effect on the Far Eastern markets, but time and ex- 
perience alone can prove the accuracy of this statement. 


GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 


SUMMARY MINUTES OF THE MEETING OF THE RUBBER BUSINESS ADVISORY COM MIT- 
TEE HELD IN THE REGIONAL OFFICE BUILDING OF THE GENERAL SERVICES AD- 
MINISTRATION ON DECEMBER 17, 1954 


The meeting was called to order at 10 a. m., by George Casto as the Govern- 
ment’s presiding officer with the following Committee members in attendance: 
J.T. Adams, Sears, Roebuck & Co. 
Ralph D. Au, B. F. Goodrich Co. 
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Robert A. Badenhop, Robert Badenhop Corp. 
R. B. Bogardus, Goodyear Tire & Rubber Co. 
Jacobus F. Frank, Jacobus F. Frank Co. 
Alan L. Grant, Alan L. Grant Co., Ine. 
R. S. Hamilton, H. A. Astlett & Co., Inc. 
Frederick T. Koyle, Carl M. Loeb, Rhoades & Co. 
Sidney J. Pike, S. J. Pike & Co., Inc. 
Fred Pusinelli, Fred Pusinelli & Co. 
J.C. Roberts, Firestone Tire & Rubber Co. 
E. C. Schwab, United States Rubber Co. 
H. F. Van Valkenburgh, Dunlop Tire & Rubber Co. 
C. J. Zabik, General Tire & Rubber Co. 
The following were also present as observers : 

W. J. Sears, Rubber Manufacturers Association, Inc. 

R. D. Young, Rubber Trade Association of New York, Inc. 

C. H. Baker, Goodyear’ Tire & Rubber Co. 

F. D. Bates, Jr., Department of Defense 

Stanley Nehmer, Department of State 

Arthur Wolf, Office of Defense Mobilization 

Victor E. Johnson, GSA 

R. F. Voelker, GSA 

H. M. Neale, GSA 

J. J. Wolfersberger, GSA 

J. P. McElligott, GSA 

In discussing item No. 1 of the agenda, the proposed revision of the grade dis- 
tribution pattern, the Committee was advised that the Office of Defense Mobiliza- 
tion Chemicals and Rubber Interdepartmental Advisory Committee had discussed 
the proposed grade distribution as recommended by the subcommittee and were 
in agreement that the grade distribution pattern should be revised to consist of 
98 percent No. 1X, 1, 2 and 3 Ribbed Smoked Sheets and 2 percent 1X and 1 Pale 
Latex Crepe and Liberian A and Select A, with not more than 40 percent of the 
98 percent to be in the form of No. 2 and No. 3 RSS. After considerable dis- 
cussion, the full Committee unanimously approved the proposed grade distribu- 
tion pattern. 

The Committee was advised that price, storability, cost of rotation and all 
other pertinent factors would be taken into consideration by GSA in deciding 
which grade to buy and that the Government would endeavor to attain this 
revised grade distribution pattern within a reasonable period of time consistent 
with sound operating practice. 

The Committee was then advised that the working group within government 
had decided that it was not opportune at the present time to revise the present 
ground rules governing the rotation program. 

The Committee raised the question as to why we were required to operate 
within the present ground rules since they were established because of the Far 
Eastern situation which prevailed over a year ago and that this situation has 
now been reversed. The Government advised that present information indi- 
cated that the international situation was no better now than it was a year ago 
and that substantive changes in the rotation program might injure the market 
for the lower grades of rubber. The general feeling of the Committee was that 
we were paying too much attention to the Far Eastern situation compared to 
the domestic situation and that apparently an attempt is being made by the 
producing companies and others to impose ground rules not in the best interests 
of the program. A motion was made, seconded, and unanimously passed by the 
Committee that an additional 30-day period be allowed for replacement when 
rubber is sold in the current and first succeeding month. 

The Committee felt that in view of the substantial quantity of rubber pres- 
ently in the stockpile now recommended for rotation because of deterioration, 
the disposition of this rubber was more urgent than preserving the present set 
of ground rules and that since GSA was limited to upgrading 5,000 long tons 
per month, that this limitation be removed and that consideration be given to 
establishing an overall monthly limitation of 10,000 long tons. 

A motion was made, seconded, and the Committee voted in favor of this 
motion with only one dissenting vote. 

The Committee pointed out that GSA should be afforded greater flexibility 
in order to move the low-grade rubbers presently in the stockpile and recom- 
mended that the ground rules be changed accordingly. 
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In discussing item 3 of the agenda, the Committee’s advice and guidance was 
requested as to whether rubber should be inspected and accepted only when it 
is a proper tender in accordance with RMA standards or whether it should be 
inspected and accepted with proper allowance provided the rubber is storable. 
The Committee unanimously recommended that GSA follow standard commer- 
cial practice and accept all grades of rubber authorized for purchase for the 
stockpile with appropriate allowance down one-half grade provided the rubber 
tendered was suitable for long-term storage. 

The Committee strongly recommended that GSA create an inducement for par- 
ticipation in the rotation program and recognized that additional expenses are 
incurred in buying rotation rubber compared to fresh import rubber. Several 
members of the Committee offered to furnish GSA with an itemized account of 
their experience regarding this extra expense. 

The Committee was advised that the RMA was cooperating with the Govern- 
ment in making a study of Pale Latex Crepes and Liberian A and Select A as to 
whether or not it was necessary to continue stockpiling these grades. 

The Committee strongly recommended that the group get together as often 
as is deemed necessary and at least once every 3 months in order to review the 
program. 

The meeting was adjourned at 12:15 p. m. 





GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 
AGENDA 


MEETING OF RUBBER BUSINESS ADVISORY COMMITTEE, MAy 11, 1955, GSA ReeGronar 
OFFICE BUILDING, 7TH AND D STREETS SW., WASHINGTON, D. C. 


George Casto, Rubber Division, EPS, Government presiding officer. 

1. Review of rotation program 

2. Changes recommended by the RMA 

3. Proposed amendment to GSA’s contract for the sale of crude natural 
rubber 

THE RUBBER MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y., March 31, 1955. 
Subject: Rotation of natural rubber from the Government stockpile. 
Mr. EDMUND F.. MANSURE, 
Administrator, General Services Administration, 
Washington, D. C. 

DEAR Mr. MANSURE: In the opinion of the rubber manufacturing industry, the 
latest ground rules, issued February 16, 1955, governing the rotation of natural 
rubber from the stockpile, are better procedures than those previously in effect. 

They establish adequate provisions for minimizing deterioration and reducing 
Government stockpile costs with the least possible effect on the free market for 
natural rubber. 

It is understood that a considerable tonnage (about 150,000 long tons) of 
natural rubber now in the stockpile has been reported as ready for rotation in 
order to avoid deterioration. Although this natural rubber is still usable, certain 
lots that have recently been delivered to manufacturers are in a very poor 
condition. Once deterioration of natural rubber begins, it accelerates quite 
rapidly, and the longer it is held, the less usable it becomes. 

It is noted in the press release accompanying the announcement of the new 
ground rules that it is GSA’s desire to move a maximum quantity out of the 
stockpile before the summer of 1956. It is not possible to predict the condition 
of some of this rubber after 18 additional months in the stockpile. 

The press release referred to also points out that under the old procedures 
“manufacturers and dealers were unwilling to participate in the rotation pro- 
gram except on a ‘fill-in’ basis that did not provide the volume of transactions 
necessary to keep the stockpile from deteriorating.” Every effort should be 
made to work off this material while it is still usable. Many problems are in- 
volved in working away badly deteriorated rubber which cannot be used in 
normal factory processes. As deterioration accelerates, the value of the rubber 
is greatly diminished, and from a Government cost standpoint, it is more desir- 
able to sell rubber before any of its value is lost. 
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While the rotation procedures seem adequate, the industry believes that there 
is a greater urgency in moving rotation rubber than is indicated by the objec- 
tive of requiring until the summer of 1956 to accomplish the maximum move- 
ment of rubber. 

We have been advised that it has been reported during meetings of the Busi- 
ness Advisory Committee of GSA that the agency is not administratively 
equipped to rotate much more than 10,000 long tons a month. It is believed that 
that rate of rotation in consideration of the total tonnage reported ready for sale 
would require too long a period to complete. 

The rubber manufacturing industry appreciates GSA’s responsibility of main- 
taining the strategic stockpile of natural rubber in a reasonably fresh condi- 
tion by selling its lower-grade, nonstorable, deteriorated rubber. The adminis- 
tration of rotation procedures should be designed to encourage industy par- 
ticipation to the maximum extent practicable. The Government’s rotation 
program is one of indefinite duration, and it is appropriate that cooperative 
arrangements between Government and industry should be concluded as soon as 
possible. 

The current period of high rubber consumption and limited supply is par- 
ticularly suited to moving large quantities of rotation rubber. It has been 
pointed out that manufacturers and dealers to date have been participating in 
rotation on a “fill-in” basis. Under current conditions, it is anticipated that this 
participation can and should be expanded. However, in the future when natural 
rubber is in more normal supply and many companies in the rubber manufac- 
turing industry have incentives to use synthetic rubber by reason of plant own- 
ership, it is probable that rotation sales again will be confined to fill-in orders 
only. Such a situation will not move the tonnages required to keep the stockpile 
fresh. 

For business other than fill-in, rotation rubber must compete with fresh im- 
ports. There are certain risks and increased costs involved in buying rotation 
rubber from the stockpile as compared to fresh imports. In its rotation pro- 
gram, the GSA has not recognized these additional costs and risks and therefore 
is not competitive. Under these conditions, manufacturers prefer fresh imports 
to satisfy their natural rubber requirements. 

However, GSA would become competitive and could dispose of greater quan- 
tities of rotation rubber if it recognized these risks and additional costs through 
appropriate arrangements for cost reimbursement or adjustment in the selling 
price. 

Enumerated below are certain of the elements involved that give rise to the 
greater risk and increased costs: 

(1) Increased inspection costs involved in sending qualified inspectors to 
inland warehouses as opposed to standardizing such operations at the ports 
of entry. 

(2) Storage conditions in some of the warehouses do not permit adequate 
sampling and weighing since it is not possible to physically get at all of the 
rubber bales within a lot. The warehouse sampling and weighing therefore 
is not necessarily representative, and thus the manufacturer assumes a 
greater risk in using such material. 

(3) The buyer must accept rotation rubber at an allowence unless the lot 
is found to be nonbona fide. On fresh import sales, the manufacturer may 
reject the entire lot if it is not equivalent to the contract grade. 

(4) With rotation rubber, there is no recourse after delivery as to quality, 
condition, and shortages. With fresh imports, there is full recourse. 

(5) Transactions with GSA on purchasing and replacing rotation rubber 
entail much more paperwork and clerical detail than with fresh imports. 

(6) The buyer has little control over the time of shipment of rotation 
rubber from inland warehouses, whereas he can exercise full control with 
fresh imports. 

(7) There have been occasions where the rubber delivered under rotation 
sale was not the same lot of rubber previously inspected and accepted by 
the buyer. 

(8) There have been cases of poor shipment, loading, and handling of 
rotation rubber and the facilities and labor available at inland warehouses 
are inadequate compared to the harbors receiving fresh imports. 

(9) Much of the rotation rubber is inconveniently located at inland 
warehouses. 

The rubber manufacturing industry is prepared to submit data concerning 
these additional costs and increased risks. It is suggested that GSA make an 
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appropriate adjustment in its sales policy on rotation rubber in order to become 
competitive with fresh imports. In this connection, it is noteworthy that the 
Government of the United Kingdom has recognized these factors and offers its 
rotation rubber at a reasonable discount from fresh imports. The United King- 
dom sells on description by grade with all faults shown. GSA rotation lists do 
not indicate condition of rubber. A company requiring a specifie grade cannot 
consider buying rotation rubber. This is particularly true in the top grades, 
for example, No. 1 RSS, where consuming plant must have clean, sound rubber 
up to type to meet specifications of end products in which it is used. 

Provided the GSA adjusts its program to become competitive and continues 
to provide adequate administrative facilities to handle an increased volume of 
orders, it is the industry’s opinion that the Government’s problems with rotation 
rubber will be more quickly solved. 

Very truly yours, 
Ross R. OrMspy, President. 


CC: Dr. Arthur 8S. Flemming, director, Office of Defense Mobilization; Mr. 
Willis C. Armstrong, deputy director, Office of International Trade and Resources, 
Department of State. 


RouGu DRraArr OF SUGGESTED CHANGES TO SPECIAL TERMS FOR THE SALE OF CRUDE 
NATURAL RUBBER, DECEMBER 1952 


Article 3, storage charges, is hereby amended to provide that where rubber is 
tendered for delivery from a Government warehouse and the contractor fails to 
take delivery thereof within the delivery period specified in the contract, the 
contractor will be charged storage at the rate of $0.80 per short ton per month 
or any fraction thereof for the first 2 months beginning with the 16th calendar 
day of the month following the month of delivery specified in the contract for 
any time within said 2 months’ period the rubber may remain in the warehouse 
after expiration of such delivery period. In the event the contractor fails to 
take delivery of the rubber within such 2-month period, storage shall be at the 
rate of $2 per short ton per month or any fraction thereof for any additional 
time the rubber remains in the warehouse. 

Article 4, passage of title, subparagraph (b), last sentence is hereby deleted 
and the following substituted therefor. 

However, no adjustments will be made because of weizht, quality, grade, or 
condition differences other than those which may have been agreed upon at a 
prior inspection unless actual shipment is made within 60 calendar days after 
expiration of the contract delivery period. 

Article 6, inspection, subparagraph (b) (2) is hereby deleted and the following 
substituted therefor. 

Reinspection shall be conducted by 3 impartial consultants of whom 1 shall 
be nominated by the contractor, 1 shall be nominated by the Government, and the 
third shall be selected, within 5 days of the date on which the last of the afore- 
said nominations are made, by the other 2 consultants. The decision of the 
majority of the three consultants in writing shall be final and binding on the 
parties with respect to the grade, quality and condition of the rubber. The cost 
of such reiuspection shall be borne by the party farthest from the award rendered 
by the reinspection. In the event the award is midway between buyer’s request 
and Government’s offer the cost of reinspection shall be borne equally by both 
parties. In the case of reinspection at the offices of the Rubber Trade Associa- 
tion of New York, Inc., or other offices acceptable to the reinspectors of a 50-ton 
or smaller lot, the total combined fee to be paid to the 3 censultants shall not 
exceed $35; in the case of a lot in excess of 50 tons, the total combined fee shall 
not exceed $50. In the case of dock reinspections, the total combined fee shall 
not exceed $100 and in the case of warehouse reinspections, the total combined 
fee shall not exceed $150. In addition, said consultants shall be reimbursed for 
any actual costs of travel plus a subsistence allowance of $9 per diem while in 
travel status. The Government shall furnish the contractor, promptly after re- 
inspection, with two copies of the report of such reinspection. 

Subparagraph (b) (3) is hereby deleted and the following substituted therefor. 

The reinspection provided for in subparagraph (b) (1) above shall be per- 
formed by submission of the sealed sample to the Joint Panel for Quality and/or 
Condition, Reinspection of the Rubber Trade Association of New York, Inc., 
(comprised of members of both the RMA and RTA) hereinafter referred to as 
the reinspection panel and the cost of such reinspection shall be borne by the 
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party farthest removed from the award. In the event the award is midway be- 
tween buyer’s request and Government’s offer, the cost of reinspection shall be 
borne equally by both parties. 

In the case of reinspection at the RTA offices of a 50-ton or smaller lot, the 
fee for such reinspection shall not exceed $35. In the case of a lot in excess of 
50 tons, the fee shall not exceed $50. In the case of a dock reinspection by the 
reinspection panel, the fee to be paid shall not exceed $100 or in the case of a 
warehouse reinspection the fee to be paid shall not exceed $150. In the case of a 
reinspection at out-of-town locations, the members of the reinspection panel 
shall be reimbursed for any actual costs of travel plus a subsistence allowance of 
$9 per day while in travel status. Any reinspection performed by the panel 
pursuant to this paragraph shall be conducted in accordance with the rules and 
regulations of the Rubber Trade Association of New York, Inc., in effect on the 
date of this contract, except that in any case where the lot of rubber reinspected 
is determined to be one grade or more off quality, the panel members shall 
determine the rubber rejectable and also state a fair allowance (excluding any 
penalty or damages) on the rubber in the event the buyer may elect to accept the 
rubber with the allowance rather than reject it. In determining allowances to 
be made hereunder, the market difference for various grades is to be taken as 
existing as of time of sampling. The determination of the reinspection panel 
with respect to any case referred to under this contract shall be final and con- 
clusive by the parties hereto with respect to questions of grade, quality, and con- 
dition of the rubber so reinspected. 

Article 6 (d) is changed to article 6 (e) and will read as follows: 

(e) Subparagraphs (a), (b), (c), and (d) of this article 6 shall not apply 
when rubber is sold hereunder to the contractor on an “as is” basis. 

The following is added as subparagraph (d) to article 6, inspection. 

In the event the contractor fails to inspect the rubber as herein provided 
prior to the expiration of the delivery period specified in the contract, the con- 
tractor forfeits his right of rejection as provided in subparagraph (c) of this 
article 6 and must accept the rubber, with an appropriate price adjustment if 
necessary aS may be agreed upon by the inspector for the Government and the 
inspector for the contractor. However, if no agreement can be reached as to an 
appropriate price adjustment, then samples will be submitted for reinspection in 
the manner set forth in subparagraph (b) (2) or (b) (3) of this article 6. 

Article 7 (a), payment, is amended to read as follows: 

“(a) When the Government has approved a line of credit, promptly after 
passage of title to the contractor of any quantity of the rubber sold hereunder, 
the Government will invoice the contractor therefor at the unit price specified 
in the contract, as it may be adjusted pursuant to this contract, plus any addi- 
tional amounts due the Government hereunder, and the contractor shall pay 
to the Government the full amount of each such invoice immediately upon re- 
ceipt thereof. When the Government has not approved a line of credit, the 
contractor shall pay to the Government in advance of delivery of the rubber 
sold hereunder the total estimated amount of the contract. If any additional 
amounts are found to be due to the Government, the Government will invoice 
the contractor therefor, and the contractor shall pay the full amount of such 
invoice immediately upon receipt thereof. The Government will refund promptly 
to the contractor any excess amounts paid in advance. In the event of any loss 
(through destruction or damage) of rubber sold hereunder which may occur 
after passage of title thereto but prior to its delivery to contractor, the Gov- 
ernment will invoice the contractor and the contractor shall pay to the Govern- 
ment, or the Government will apply against payments made in advance by the 
contractor, an amount determined by multiplying the contract unit price by 
the quantity lost, based on the latest available weight certificate. Payments 
shall be made by check, bank draft, or money order made payable to the Treasurer 
of the United States.” 


SpecrAL TERMS FOR THE SALE OF CRUDE NATURAL RUBRER 


1. Detivery.—(a) Rubber sold by the Government under this contract shall 
be delivered to the Contractor f. 0. b. inland carrier’s conveyance within the 
time of delivery and at the storage location specified on the face sheet of this 
contract. 

(b) The Contractor shall furnish the Government with appropriate shipping 
instructions at least five (5) working days prior to the last working day of the 
contract delivery period. 
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(c) The term “f. o. b. inland carrier’s conveyance” as used in this contract 
means: 

(1) On board conveyance of carrier free of expense to the Contractor at 
storage location and at which the inland carrier’s transportation service 
(as distinguished from switching, local drayage, or other terminal service 
at place of delivery) begins. 

(2) That the Government shall have the following responsibilties : 

i. Where carload rail shipments are involved, the Government shall 
order cars not in excess of the lengths, capacity and number necessary 
to accomodate shipments. 

ii. In the case of carload or truckload shipments, the Government shall 
arrange to properly load, stow, block and brace the rubber on, or in, con- 
veyance of carrier and in the case of less than carload or truckload 
shipments, the Government shall deliver such shipments in good order 
to carrier for loading. 

iii. The Government shall fill in any blank spaces on commercial bills 
of lading supplied by the Contractor or, when commercial bills of lading 
are not supplied, the Government in accordance with shipping instruc- 
tions furnished by the Contractor, shall prepare commercial collect 
bills of lading or other transportation receipts to show : 

A. Description of shipment in freight classification nomenclature 
(not trade or popular names, if these are different from freight 
classification description) under which lowest freight rates are 
applicable. 

B. Length and capacity of cars ordered and furnished in the case 
carload shipments. 

©. Other information required to effect prompt delivery to con- 
signee at minimum cost, such as name and postal address of con- 
signee, destination, routing, ete. 


D. The signature of carrier’s agent receipting for the shipment 
in good order. 

iv. The Government shall distribute the several parts of the bills of 
lading or other transportation receipts as directed by the Contractor. 

v. The Government shall pay and bear all charges for switching or 
local drayage service performed at the storage location herein specified 
which are not borne by the carrier receipting for the shipment. 

vi. The Government shall be responsible for any loss or damage to 
rubber which occurs prior to transfer of title to the Contractor pursuant 
to the terms hereof. 

vii. The Government shall be responsible for all damages (including 
accessorial charges) resulting from negligence or error in delivering 
shipment to carrier and, when loaded by the Government, in loading, 
stowing, blocking or bracing of shipment on or in carrier’s conveyance, 
or resulting from negligence or error in the completion or distribution 
of commercial bills of lading or other transportation receipts or docu- 
ments. 

2. COLLECTION AND PREPAYMENT OF RAIL FREIGHT.—(The following clause shall 
be applicable to this contract if so specified on the face sheet hereof.) In addi- 
tion to the price of the rubber specified in the contract, the Contractor shall 
pay to the Government an amount equal to the rail freight charges from the 
normal port of entry to the destination to which the rubber sold hereunder is 
shipped. Such freight charges shall be based on the applicable published rail 
freight rate (plus any Federal transportation tax) in effect at time of such 
shipment. The Government shall prepay the freight from storage location to 
said destination or in the event the Contractor elects to ship the rubber from 
storage location at its own expense, the Government will make an allowance 
equal to the carload, or less than carload, rail line haul freight charges as 
would apply had the rubber been shipped by rail prepaid by the Government 
from storage location to destination. The foregoing freight collection and pre- 
payment provision is included in the contract for the purpose of establishing 
the minimum net freight recovery per one hundred (100) pounds to be realized 
by the Government or the maximum net freight expense to be borne by the Gov- 
ernment. It is expressly understood by both parties that the Contractor may, 
upon advance notice being given to the Government, change the destination 
to suit his own convenience. In such case, the freight collection will be re- 
computed to such changed destination from the normal port of import for 
that destination and the freight prepayment will be from point of shipment to 
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such destination. If, as a result of any such change in destination the net freight 
recovery per one hundred (100) pounds to be realized by the Government would 
be less than that for such original destination, the Contractor shall pay the dif- 
ference to the Government or if the net freight expense per one hundred (100) 
pounds to be borne by the Government should be greater than that for the 
original destination, the Contractor shall pay the difference to the Govern- 
ment. However, if the net freight recovery per one hundred (100) pounds, in 
such case, is more than that for the original destination, or the net freight 
expense is less than that for the original destination, the Contractor shall not 
be entitled to any recovery therefor. Any accessorial charges accruing at desti- 
nation (such as demurrage, etc.) and any charges which accrue en route, other 
than the line-haul charges from place of shipment to the destination specified 
in the bill of lading, will be for the account of the Contractor and the Con- 
tractor shall be responsible for the payment thereof. If the Contractor pur- 
chases quantities equal to or in excess of carload lots, and the Government elects 
to tender rubber in LCL quantities, any excess cost over and above a carload 
movement will be for the account of the Government. 

3. STORAGE CHARGES.—Where rubber is tendered for delivery from a com- 
mercial warehouse, any and all storage charges which may become due on the 
next anniversary date subsequent to the delivery period specified on the face 
sheet of this contract shall be for the account of the Contractor, unless for rea- 
sons beyond the control and without the fault or negligence of the Contractor 
the rubber is not deliverable within such specified period of time. Where rubber 
is tendered for delivery from a Government warehouse and the Contractor fails 
to take delivery thereof within the delivery period specified herein, the Con- 
tractor will be charged storage at the rate of $0.80 per short ton per month, 
or fraction thereof, beginning with the sixteenth (16th) calendar day of the 
month following the month of delivery specified in the contract for any time 
the rubber may remain in the warehouse after expiration of such delivery 
period, unless for reasons beyond the control and without the fault or negligence 
of the Contractor the rnubber is not deliverable within the delivery period 
specified. 

4. PASSAGE OF TITLE.—(a) Except as provided in subparagraph (b) of this 
Article 4, title to rubber sold hereunder shall pass to the Contractor upon de- 
livery by the Government f. o. b. inland carrier’s conveyance at the storage loca- 
tion stated on the face sheet of this contract. Passage of title shall be evidenced 
by a railroad or truck bill of lading signed by the carrier and showing the actual 
number of bales delivered to the carrier. 

(b) In the event the Contractor fails to furnish the Government with shipping 
instructions at least five (5) working days prior to the last day of the contract 
delivery period specified on the face sheet of this contract, title and risk of loss 
shall automatically pass to the Contractor as of the close of business on the last 
day of such delivery period. A delivery order confirming such passage of title 
shall be issued immediately by the Government. This provision, however, shall 
not relieve the Government of its obligation to weigh and load the rubber f. o. b. 
conveyance of carrier at a later date. However, no adjustments because of 
weight, quality, grade, or condition differences will be made unless actual ship- 
ment is made within sixty (60) calendar days after expiration of the contract 
delivery period. 

5. WreIcuts.—Rubber sold by the Government pursuant to this contract, unless 
the Contractor is willing to accept presently held weight certificates, will be 
tendered on a ten percent (10%) net,.test or 100% gross weight basis, Govern- 
ment option; except that if tendered on a 10% test net basis, and the bales or 
packages so weighed vary in weight from each other more than one percent (1%) 
for Ribbed Smoked Sheets and Latex Crepe and two percent (2%) for all other 
grades, the net weight of the rubber sold by the Government hereunder shall 
be determined by one hundred percent (100%) gross weighing and at least 
ten percent (10%) test facing. Any lots of Wild Rubber to be furnished to the 
Contractor pursuant to this contract will be tendered on a one hundred percent 
(100%) gross weight basis. All charges for such weighing and test taring as 
may be required by the preceding sentences shall be for the account of the 
Government. In the event the Contractor should require any weighing other 
than specified above, any charges therefor shall be for the account of the Con- 
tractor. All weighing shall be performed by public (rubber) weighers, unless 
the Contractor and the Government mutually agree that weighing by other than 
public (rubber) weighers is acceptable. 

6. INSPECTION.—(a) If the rubber to be delivered under this contract is covered 
by a certificate of quality, grade, and condition which was executed and issued 
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at the time of its importation into the United States by the Joint Panel for 
Quality and/or Condition Reinspection of the Rubber Trade Association of New 
York, Inc., and such certificate is dated not more than three (3) months prior 
to the delivery period specified in the contract, such rubber shall be delivered to 
the Contractor without further inspection by either the Government or the 
Contractor, and the Contractor agrees to accept such rubber and make payment 
to the Government therefor on the basis of the quality, grade, and condition set 
forth in said certificate. The Government shall furnish the Contractor with a 
copy of the applicable certificate. 

(b) If the rubber to be delivered pursuant to this contract is not covered by 
a certificate as specified in subparagraph (a) above, such rubber shall be in- 
spected as follows: 

(1) Unless the Contractor agrees with the Government to accept the 
rubber without inspection, the rubber shall be inspected by the Government 
or its designee prior to or at the time of delivery. The Contractor or its 
designee shall be present and participate in such inspection. Except for the 
salary and expenses of the Contractor’s inspector, all costs of each such 
inspection shall be for the account of the Government. In the event the 
rubber sold hereunder is determined from such inspection not to be of the 
quality, grade, or condition required by this contract, an appropriate price 
adjustment satisfactory to both parties shall be made. For the purpose of 
determining a satisfactory adjustment, the inspector for the Government and 
the inspector for the Contractor shall draw a representative sample from 
each lot of rubber to be delivered hereunder and if the two inspectors do 
not agree on the quality, grade, or condition thereof, the sample(s) shall be 
sealed and held for reinspection as provided for in one of the following 
subparagraphs (2) or (3) at the Government’s option. 

(2) Reinspection shall be conducted by three impartial consultants of 
whom one shall be nominated by the Contractor, one shall be nominated by 
the Government, and the third shall be selected, within five (5) days of 
the date on which the last of the aforesaid nominations are made, by the 
other two consultants. The decision of the majority of the three con- 
sultants in writing shall be final and binding on the parties with respect to 
the grade, quality, and condition of the rubber. If the decision of the 
impartial consultants is that the rubber in question does not conform to 
the grade, quality, and condition requirements of this contract, the cost of 
such reinspection shall be borne by the Government; but if the decision 
is that the rubber does conform, such cost shall be borne by the Contractor. 
In the case of reinspection of a fifty (50) ton or smaller lot, the total 
combined fee to be paid to the three consultants shall not exceed $35.00; 
in the case of a lot in excess of fifty (50) tons, the total combined fee 
shall not exceed $50.00. In addition said consultants shall be reimbursed 
for any actual costs of travel plus a subsistence allowance of $9.00 per 
diem while in travel status. The Government shall furnish the Contractor, 
promptly after reinspection, with two (2) copies of the report of such re- 
inspection. 

(3) The reinspection provided for in subparagraph (b)-—1 above shall be 
performed by submission of the sealed sample to the Joint Panel for Qual- 
ity and/or Condition Reinspection of the Rubber Trade Association of 
New York, Inc., hereinafter referred to as the Reinspection Panel, for re- 
inspection and the cost of such reinspection shall be borne by the losing 
party. The determination of the Reinspection Panel with respect to any 
case referred to it under this contract, shall be final and conclusive between 
the parties hereto with respect to questions of grade, quality and condition 
of the rubber so reinspected. 

(c) If upon inspection pursuant to subparagraph (b) of this Article 6 the 
rubber tendered to the Contractor pursuant to this contract is found to be 
one full grade or more lower than the grade specified on the face sheet of this 
contract, the Contractor shall have the right to reject the rubber. If upon in- 
spection pursuant to subparagraph (b) of this Article 6, the rubber tendered 
to the Contractor pursuant to this contract is found to be less than one full 
grade lower than the grade specified on the face sheet of this contract, and if 
the Contractor can prove that the rubber is not usable by the factory for which 
purchased because of quality or condition, the Contractor shall have the right 
to reject the rubber. In either such event, the Government shall endeavor to 
Select another lot of rubber of a similar grade and tonnage which may be avail- 
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able for rotation as a substitute for the lot rejected. However, if it is found 
that there is no lot of rubber available to replace a rejected lot at the contract 
price, or at an adjusted price satisfactory to both parties, the contract shall 
then be cancelled without cost to either party. 

(d) Subparagraphs (a), (b), and (c) of this Article 6 shall not apply when 
rubber is sold hereunder to the Contractor on an “as is” basis. 

7. PAYMENT.—(a) Promptly after passage of title to the Contractor of any 
quantity of the rubber sold hereunder, the Government will invoice the Con- 
tractor therefor at the unit price specified in the contract, as it may be adjusted 
pursuant to this contract, plus any additional amounts due the Government 
hereunder, and the Contractor shall pay to the Government the full amount of 
each such invoice immediately upon receipt thereof. In the event of any loss 
(through destruction or damage) of rubber sold hereunder which may occur 
after passage of title thereto but prior to its delivery to Contractor, the Govern- 
ment will invoice the Contractor and the Contractor shall pay to the Govern- 
ment an amount determined by multiplying the contract unit price by the quan- 
tity lost, based on the latest available weight certificates. Payment shall be 
made by check, bank draft, or money order made payable to the Treasurer of 
the United States. ; 

(b) In the event the Contractor should default under this ¢ontract by failure 
to make prompt payment upon receipt of an invoice, when title to the rubber 
sold hereunder is passed by delivery order as provided in Article 4 hereof, the 
Government shall cancel the delivery order covering passage of title and promptly 
resell the rubber specified in the contract at the best price obtainable and any 
loss occasioned by such default shall be for the account of the Contractor. 

8 ForRcE MAJEURE.—(a) In the event either party should be prevented from 
performing under this contract by reason of any cause beyond its control and 
without its fault or negligence, including but not restricted to Acts of God or 
of the public enemy, sovereign acts of the United States, acts of a foreign Gov- 
ernment, fire, flood, epidemic, quarantine restriction, strike, lockout, combina- 
tion of workmen, freight embargo, and unusually severe weather, performance 
under the contract shall be suspended in whole or in part until such cause ceases 
to exist and thereafter the time for fulfillment of the contract shall be extended 
by the length of time during which such cause prevented performance under the 
contract; provided, however, that in the event any suspension of performance 
pursuant to this clause continues beyond six (6) months from the date of its 
commencement, the contract shall be automatically terminated without cost 
or obligation to either party with respect to any quantity of rubber not delivered 
under the contract at the close of such six (6) months’ period. 

(b) In order for the provisions of subparagraph (a) above to become opera- 
tive, the party to the contract affected by the force majeure condition must 
furnish the other party with written notice of the nature and extent of the force 
majeure condition within a reasonable time after the commencement thereof. 


SUMMARY MINUTES OF THE MEETING OF THE RUBBER BUSINESS ADVISORY 
COMMITTEE HELD IN THE REGIONAL OFFICE BUILDING OF THE GENERAL SERVICES 
ADMINISTRATION ON May 11, 1955 


The meeting was called to order at 10:10 a. m., by George Casto as the Gov- 
ernment’s presiding officer, with the following committee members in attendance. 
Ralph D. Au, B. F. Goodrich Co. 
Robert A. Badenhop, Robert Badenhop Corp. 
R. B. Bogardus, Goodyear Tire & Rubber Co. 
Jacobus F. Frank, Jacobus F. Frank Co. 
Frederick T. Koyle, Carl M. Loeb, Rhoades & Co. 
Joseph Louis, Littlejohn & Co., Ine. 
Sidney J. Pike, S. J. Pike & Co., Ine. 
H. E. Poel, H. A. Astlett & Co., Inc. 
Fred Pusinelli, Fred Pusinelli & Co. 
Perry S. O'Dell, United States Rubber Co. 
R. D. Reilly, Imperial Commodities Corp. 
J.C. Roberts, Firestone Tire & Rubber Co. 
C. J. Zabik, General Tire & Rubber Co. 
The following were present as observers: 
Ross R. Ormsby, Rubber Manufacturers Association, Inc. 
W. J. Sears, Rubber Manufacturers Association, Inc. 
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Arthur A. Gary, Rubber Trade Association of New York, Ine. 

A. A. Garthwaite, Lee Tire & Rubber Corp. 

E. B. Gardner, Hewitt-Robbins, Inc. 

Ward Keener, B. F. Goodrich Co. 

F. D. Bates, Jr., Department of Defense 

George Alexander, Department of State 

Arthur Wolf, Office of Defense Mobilization 

Everett Holt, Department of Commerce 

Edwin L. Kurzius, General Services Administration 

Peter D. Chipouras, General Services Administration 

Victor E. Johnson, General Services Administration 

Leonard M. Dulberg, General Services Administration 

R. F. Voelker, General Services Administration 

J. J. Wolfersberger, General Services Administration 

J. P. McElligott, General Services Administration 

1. After a general review of the progress being made in rotating the stock- 
pile under the present ground rules the Committee considered the recommenda- 
tions of the RMA. 

2. A member of the Committee stated that he felt there were just two major 
points to be considered in the RMA’s recommendations: (1) Rate of rotation 
should be increased and (2) there should be a cost reimbursement in the sale 
of rotation rubber. The member further stated that from the standpoint of a 
dealer the nine comments in the RMA’s letter were excellent examples of prob- 
lems confronting the dealer or manufacturer who buys rotation rubber and that 
the additional costs and risks involved must be taken into consideration in GSA’s 
selling price. 

The representative from ODM asked if data could be submitted proving these 
additional costs. 

It was the opinion of a majority of committee members representing trade 
and industry that too much emphasis was being placed on actual figures, that each 
ase would differ depending upon location of the inland warehouse, age, tonnage, 
and grade of rubber sold, ete., in determining the type of risk involved and that 
it would be extremely difficult to produce the specific data proving the additional 
costs. 

3. It was the opinion of both the members of industry and the trade that the 
tonnage which might be moved in the future under the rotation program would 
be much less than that moved during the past several months as consumption of 
total new rubber during the first quarter of 1955 had been at an all-time high and 
it was not likely that this high rate of consumption would be indefinitely 
continued. 

4. GSA should therefore endeavor to dispose of maximum possible tonnage of 
low-grade rubber during this period of high consumption. 

5. In order to do this an additional inducement should be extended by GSA to 
more properly compensate both the manufacturer and the dealer for the follow- 
ing additional costs involved in handling rotation rubber compared to those costs 
incurred in connection with freshly imported rubber. 

(1) Increased inspection costs involved in sending qualified inspectors 
to inland warehouses as opposed to standardizing such operations at the ports 
of entry. 

(2) Storage conditions in some of the warehouses do not permit adequate 
sampling and weighing since it is not possible to physically get at all of the 
rubber bales within a lot. ‘The warehouse sampling and weighing, therefore, 
is not necessarily representative, and thus the manufacturer assumes a 
greater risk in using such material. 

(3) The buyer must accept rotation rubber at an allowance unless the lot 
is found to be nonbona fide. On fresh import sales, the manufacturer may 
reject the entire lot if it is not equivalent to the contract grade. 

(4) With rotation rubber, there is no recourse after delivery as to quality, 
condition. and shortages. With fresh imports, there is full recourse. 

(5) Transactions with GSA on purchasing and replacing rotation rubber 

entail much more paperwork and clerical detail than with the fresh 
imports. 

(6) The buyer has little control over the time of shipment of rotation 
rubber from inland warehouses, whereas he can exercise full control with 
fresh imports. 

(7) There have been occasions where the rubber delivered under rotation 


sale was not the same lot of rubber previously inspected and accepted by the 
buyer. 
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(8) There have been cases of poor shipment, loading, and handling of 
rotation rubber and the facilities and labor available at inland warehouses 
are inadequate compared to the harbors receiving fresh imports. 

(9) Much of the rotation rubber is inconveniently located at inland 
warehouses. 

The Government’s presiding officer pointed out that while there had been 
occasional instances as cited, the Government had, however, taken immediate 
action and had corrected the objections as soon as they were brought to the 
Government’s attention. 

6. Several members of the committee advised that the efforts being made by 

GSA to buy rubber for importation at the ports of Boston, Mass., and Portland, 
Maine, was a serious factor hindering the sale of rotation rubber due to the fact 
that these ports are normally not in line with trade practice, additional costs 
and risks are involved, and that GSA’s refusal to pay a premium for such rubber 
works a hardship on the importer. 
7. The presiding officer reminded the committee of the position in which GSA 
found itself approximately 18 months ago, at which time differentials between 
grades had widened to a point where rubber-producing countries complained 
formally to the Department of State, maintaining that the rotation program 
was directly responsible for this condition. This committee discussed the prob- 
lem at that time and seemed to be of the opinion that the rotation program was, 
to a certain extent, responsible for the condition. Subsequently, changes were 
made in the ground rules which resulted in a substantial reduction in the ton- 
nage of rubber being rotated monthly. 

8. The ground rules were again modified in February of this year in an effort 
to create greater participation in the rotation program. That in that judgment 
of the agencies of the Government concerned with rubber these ground rules had 
not been in operation long enough to determine whether or not the desired result 
could be accomplished. 

9. That under no circumstances would GSA be in favor of creating an induce- 
ment which might result in the widening of differentials to a point where the 
rotation program would again be criticized. 

10. A member of the Committee suggested that consideration be given to 
developing a formula whereby the Inspection Division of GSA would grant a fixed 
allowance to rubber purchasers from locations outside of the New York area 
sufficient to reimburse buyers for the additional expense incurred in the pur- 
chasing of rubber at these distant locations. 

11. It was the consensus that this operation would throw an undue burden 
on the Government inspectors and under no circumstances should be resorted to. 

12. It was also suggested that a fixed dollar allowance for rubber sold from 
such distant locations should be granted. This allowance would be on a reason- 
able allowance on the first 30 tons, a lower dollar allowance on the next 30 tons, 
and a still lower dollar allowance on the next 40 tons. In this way one could 
arrive at reimbursement which woud be fair and equitable. 

13. Several members of the Committee requested that it be distinctly under- 
stood that in making recommendations that they were not endeavoring to obtain 
an unreasonable profit at the expense of the Government but rather were en- 
deavoring to assist the Government in developing a program which would 
enable the Government to dispose of the low-grade rubbers presently in the stock- 
pile at an accelerated rate and to prevent substantial deterioration, 

14. The Chairman thanked the Committee for the forthright suggestions and 
recommendations that had been made. The Committee was advised that the 
ground rules under which the rotation program is conducted are constantly being 
reviewed by GSA in consultation with ODM, State, and other agencies concerned 
with rubber. That the recommendations made by the Committee would be 
reviewed and considered by the interdepartmental committee and a final deter- 
mination made as to whether any additional inducement is necessary or possible 
at the present time, or in light of conditions that may develop in the future. 

Item No. 3, proposed changes in the special terms for the sale of crude natural 
rubber was discussed at this time. 

The Government’s presiding officer stated that the proposed changes distrib- 
uted with the agenda was only a rough draft copy detailing changes being 
eonsidered. That we were proposing to redraft the sales terms rather than 
amend the existing terms. It was pointed out that the change in storage charges 
was being made because of the extreme shortage of space in Government owned 
and operated warehouse and because of this, a buyer would have to pay $2 per 
short ton per month for storage charges at Government owned warehouse 
compared to a storage charge of $0.80 per short ton per month provided he left 
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his rubber in storage longer than a 60-day period after the delivery period speci- 
fied in the contract. This change however would not apply to rubber stored in 
commercial warehouses. No change was proposed in the present contract re- 
quirement insofar as commercial storage charges are concerned. 

There was no objection to this proposed change. 

Regarding inspection it was pointed out by the representative of the Rubber 
Trade Association of New York, Inc., that in determining allowances to be made 
hereunder, the market difference for various grades is to be taken as existing at 
time of reinspection and not at time of sampling as suggested in the rough draft. 
Agreement was reached that this change would be made. 

A member of the Committee objected to the cost of reinspection being borne 
equally by both parties when the award is midway between buyer’s request and 
Government’s offer stating that this was not in line with trade practice since in 
this case the cost of reinspection is always borne by the seller. 

The presiding officer pointed out that because of the volume of reinspections 
conducted under GSA sales terms, the contracting officer would be criticized for 
paying the total cost of reinspection when the award did not definitely determine 
a loser. 

It was pointed out by a Committee member that in the case of dock and ware- 
house reinspections, the reimbursement fees should be the same when the ware- 
house was located in the New York area. 

It was agreed that this was a good suggestion and that the terms would be 
altered to more clearly specify where reinspection costs would apply. 

All items on the agenda having been covered, the meeting was adjourned at 
12 noon. 


THE RUBBER MANUFACTURERS ASSOCIATION, INC., 
New York, N. Y. 
Mr. FRANKLIN G. FLOETE, 
Administrator, General Services Administration, 
Washington, D. C. 


Dear Mr. FLoetre: The rubber manufacturing industry is gravely concerned 
with the danger of delays or interference with shipments of crude rubber to 
the United States in view of recent developments at the Suez Canal. While 
shipping appears to be undisturbed at this time we believe it would be prudent 
to do some advance planning in the event such delays or interference are 
encountered. 

It is the opinion of our industry that immediate consideration should be 
given by your agency to instituting changes in the stockpile procedures of crude 
rubber in the event of interference with normal shipping through the Suez 
Canal. Specifically, we suggest that consideration be given at this time to the 
following: 


1. Extend the time allowed for replacement of rotation crude rubber sales. 

2. Increase the tonnage of crude rubber rotated by GSA on a monthly 
basis. Since considerable tonnage still exists in the crude-rubber stockpile 
which needs replacement, the Government could upgrade the stockpile 
more rapidly. 

3. Liberalize replacement-purchase contracts so as to provide a force 
majeure clause to cover delays occasioned by interference with shipping 
through the Suez Canal. 

4. Provide for the acceptance of replacement rubber arriving at ports 
along the gulf and on the west coast. 


More than a year has elapsed since the last meeting of the Rubber Business 
Advisory Committee to General Services Administration. We strongly recom- 
mend that a meeting of this Committee be convened at the earliest possible date 
to obtain the views of our industry and the rubber trade with respect to these 
matters. 

Very truly yours, 
Ross R. Ormssy, President. 
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GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C. 
AGENDA 


MEETING OF RUBBER BUSINESS ADVISORY COMMITTEE, SEPTEMBER 13, 1956, GSA 
REGIONAL OFFICE BUILDING, SEVENTH AND D STREETS SW., WASHINGTON, D. C. 


E. H. Weaver, Commissioner, EPS, Government presiding officer. 


1. Review of rotation program 
2. Recommendation of the RMA 


E. H. WEAVER, Commissioner, Defense Materials Service: 


Article appearing today’s Journal of Commerce indicates immediate action 
expected connection revision GSA stockpile-rotation program. Although situa- 
tion serious, in our opinion no emergency exists to justify immediate action 
concerning this matter. Natural rubber is being freely shipped from producing 
countries and ample supplies are available for sale in New York market to 
satisfy current demand. There is no rubber shortage at the present time and 
until this condition changes no Government action is warranted. Some delays 
in arrival will occur due diversion ships Suez to Cape Good Hope but situation 
should correct itself. As members GSA Rubber Business Advisory Committee 
undersigned recommend no changes rotation program at present time and re- 
quest Committee meeting before any decisions reached concerning this matter. 


F. T. Koyle; Joseph Louis; R. 8. Hamilton; J. F. Frank ; R. Badenhop; 
8S. J. Pike; R. D. Reilly; 8S. E. Brennan; D. H. Olson. 


SUMMARY MINUTES OF THE MEETING OF THE RUBBER BUSINESS ADVISORY COM- 
MITTEE HELD IN THE GSA REGIONAL OFFICE BUILDING ON SEPTEMBER 13, 1956 


The meeting was called to order at 10 a. m., by Mr. E. H. Weaver, Com- 
missioner, Defense Materials Service, as the Government's presiding officer with 
the following committee members in attendance. 

J. Adams, Sears & Roebuck Co. 

R. Au, B. F. Goodrich Co. 

R. Badenhop, Robert Badenhop Corp. 

J. F. Frank, Jacobus Frank Co. 

R. Hamilton, H. A. Astlett Co. 

F. T. Koyle, Carl M. Loeb, Rhoades & Co. 
J. Louis, Littlejohn & Co. 

S. W. Mackenzie, United States Rubber Co. 
S. J. Pike, S. J. Pike Co. 

J.C. Roberts, Firestone Tire & Rubber Co. 
C. J. Zabick, General Tire & Rubber Co. 

The following were present as observers. 

R. Ormsby, Rubber Manufacturers Association of New York, Inc. 
W. J. Sears, Rubber Manufacturers Association 
R. D. Young, Rubber Trade Association of New York, Inc. 
A. Gary, Rubber Trade Association of New York, Inc. 
W. W. Schull, B. F. Goodrich, Co. 
H. P. Shrank, Seiberling Rubber Co. 
D. Thomas, Imperial Commodities Corp. 
C. W. Mottinger, Hewitt Robins, Inc. 
A. Wolf, Office of Defense Mobilization 
E. Holt, Department of Commerce 
F. Bates, Department of Defense 
W. Brey, Department of State 
H. Brandon, Department of State 
. Heddleston, GSA 
. Harding, GSA 
. Kurzius, GSA 
. Casto, GSA 
Wolfersberger, GSA 
. McElligott, GSA 
. Peters, GSA 
. Salisbury, GSA 
R. Voelker, GSA 

The Government presiding officer, Mr. E. H. Weaver, opened the meeting with 

a word of welcome for those in attendance and explained that the name Emer- 
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gency Procurement Service had recently been changed to Defense Materials 
Service. The members of both industry and Government were then requested 
to introduce themselves. At this point Mr. Weaver read the following statement 
concerning the conduct of Business Advisory Committees within Government: 

“T think it proper at this point that we refresh our memories regarding the 
rules and regulations governing this and any other Government business ad- 
visory committee. 

“Kirst of all, business advisory committees are created pursuant to the De- 
fense Production Act of 1950, as amended, and the Federal Property and Ad- 
ministrative Services Act of 1949, as amended. 

“Secondly, the committee is to function only in an advisory capacity with 
respect to the subject matter for which the committee was established. The 
making of decisions and the determination of action to be taken with respect 
to any matter to be considered by a committee is solely the responsibility of 
the Government. 

“Thirdly, business advisory committees are subject to the antitrust laws. 
Committee members have no immunity from prosecution under the antitrust laws. 

“In this connection certain requirements with which there must be compliance 
are set forth in GSA Administrative Order 153 dated December 18, 1953, copy 
of which has been previously furnished to each member of the committee. 

“The committee chairman must be a full-time Government employee. All 
committee meetings must be held in a Government building. Information dis- 
cussed at a committee meeting is not to be revealed unless the committee chair- 
man decides to issue a press release. No press release will be issued concerning 
this particular committee meeting and all members of the committee will govern 
themselves accordingly.” 

Mr. Wolf suggested that the above statement be revised to include Public Law 
520, another authority for the creation of business advisory committees. 

Item No. 1 of the agenda was then considered, a review of our rotation pro- 
gram. The committee was advised of progress made during the past year and 
present plans for the immediate future. The appreciation of those in GSA for 
industry’s and the trade’s cooperation and participation in GSA’s rotation pro- 
gram was then expressed. GSA recommended to the committee that to the 
maximum possible extent they try to increase the quantities of 2 brown, 3 and 
4 amber which they are taking from the stockpile. Mr. Koyle expressed sur- 
prise at this recommendation due to the differential at which GSA has been 
holding certain of these grades. He indicated that we would have sold sub- 
stantially greater quantities of lower grades of rubber, if we had been willing 
to meet the going market. It was then explained that GSA did not want a 
recurrence of the situation which occurred in 1953, when the market differential 
widened to the point where GSA received severe criticism from foreign govern- 
ments, manufacturers and the Department of State. He advised that due to 
these criticisms GSA ground rules were revised to limit upgrading and that as 
a result, we are currently holding to what we consider a fair market. differential 
on lower grades in order to avoid a repetition of 1953. 

The committee’s attention was then directed to item No. 2 on the agenda, 
letter of recommendation forwarded by the president of the Rubber Manufac- 
turers Association, Inc., to the Administrator of GSA setting forth the following 
recommendations : 


1. Extend the time allowed for replacement of rotation crude natural 
rubber. 

2. Increase the tonnage of crude rubber rotated by GSA on a monthly 
basis. Since considerable tonnage still exists in the crude rubber stockpile 
which needs replacement, the Government could upgrade the stockpile more 
rapidly. 

3. Liberalize replacement purchase contracts so as to provide a force 
majeure clause to cover delays occasioned by interference with shipping 
through the Suez Canal. 

4. Provide for the acceptance of replacement rubber arriving at ports 
along the guif and on the west coast. 

Mr. Ormsby, spokesman for the rubber manufacturing industry, stated that 
industry is quite concerned over the Suez Canal situation and felt that some 
steps should be taken toward alleviating any difficulties which may arise in 
connection with shipments of rubber. He explained that interruption of ship- 
ments through the Suez Canal would delay deliveries of rubber to this country, 
that temporary shortages would occur. He mentioned the fact that diversion 
of shipments around the Cape of Good Hope would interfere with steamship 
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schedules, extend sailing time. and recommended that the Government give 
consideration to extending the time for replacement of rubber sold under the 
rotation program from 60 to 120 days. 

At this point Mr. Bogardus explained that normal sailing time from the Far 
Jast to the United States is now 60 days and that an extension of this time would 
extend the rubber supply pipeline which would create a temporary shortage 
of rubber. He explained that GSA may be called upon to furnish from 20,000 
to 30,000 tons of rubber over the next several months to replace that lost 
through etxension of the pipeline. He further explained that rerouting of 
shipments around tie cape which would require longer time may create a 
shortage of steamships in the primary markets of the Far East which in turn 
would cause rubber to accumulate at the ports of these countries. Mr. Louis 
suggested that members of the Rubber Trade Association endeavor to have their 
rubber put on ships which would avoid the Suez. He indicated that extra ex- 
pense would be incurred, but that rubber could be had for a price. He stated 
that he was not in favor of the extension of replacement time by GSA because 
the dealers would be compelled to pay extension drafts and that with money 
as tight as it is, many of the dealers would not have money to pay for the drafts 
required for rubber that far in the future. , 

Mr. Badenhop said that he did not believe that the extension of replacement 
time would solve the problem, because dealers would still be selling rubber for 
a specific month’s delivery. 

Mr. Koyle said that dealers fear late arrivals and suggested that GSA con- 
sider buying shipment rubber from the Far East rather than arrival in the 
United States. He expressed his interpretation of the functions of the national 
stockpile as being for the purpose of national security and that an extension 
of the replacement time would mean that a greater quantity of rubber would be 
out of the stockpile through rotation at any given point. He thought that with 
a possible emergency developing at this time that the replacement time should 
be curtailed, not extended. He thought it was Defense Materials Service re- 
sponsibility to assure industry this function and emphasized the fact that we 
should curtail the amount of rubber coming out of the stockpile rather than in 
crease it. 

Mr. Au pointed out that the manufacturers were not asking for rubber from 
the stockpile, but discussing rubber that is available for sale under the rotation 
program. He said this is an emergency now and that some factories are 
depending on GSA rotation rubber and recommended that GSA extend the re- 
placement time so as not to disrupt the long-range program. 

Mr. Louis suggested that GSA amend purchase contracts to provide acceptance 
of a declaration, rather than arrival. He said that GSA may have to pay more 
money for rubber due to additional risks that the sellers are required to take 
during an emergency. Mr. Adams explained that an extension of 60 days does 
not mean that the full amount of time will be taken, but only that it will be 
available if required. 

It was pointed out that GSA is a service agency only and that we would 
necessarily look to the Office of Defense Mobilization for policy and ground 
rules. Mr. Wolf then advised that ODM in any emergency would evaluate the 
conditions and after consultations with other appropriate Government agencies, 
the ground rules would either stand or be amended to fit the emergency 
conditions. 

A member of the committee asked if rubber was shipped around the cape 
and as a result would be delayed 2 weeks, could force majeure be invoked or 
would the dealers get an extension without penalty. The committee was advised 
that so long as a sufficient quantity of rubber reaches this country to fulfill the 
contracts, with GSA, force majeure cannot be invoked and consequently, the 
sellers would be required to pay the penalty for late arrival. 

Regarding point No. 2 of Mr. Ormsby’s letter, certain statistics were recited 
which indicated that approximately 25,000 tons of rubber may be lost to industry 
due to the extension of the pipeline and the question was asked if GSA could 
administratively handle greater quantities of rubber than we are presently 
rotating. 

The committee was advised that GSA could go to approximately 12,500 tons 
per month without creating any problems in connection with warehousing, de- 
liveries, inspection, and other miscellaneous operations, but that if GSA were 
called upon to furnish quantities during any month in excess of 12,500 long 
tons, it might be necessary for factories to accept rubber on the basis of inbound 
weight and inspection. 
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Mr. Roberts mentioned the tentative emergency program on oils and suggested 
that the Government might give consideration to the creation of a tentative 
emergency program for rubber. Mr. Weaver advised that the Office of Defense 
Mobilization would have to be consulted in any policy changes. Mr. Bogardus 
stated that the rubber manufacturing industry considers the Suez situation as 
extremely serious and that they are faced with a possible shortage which would 
effect operations. Mr. Shrank advised that his company buys all its rubber 
through dealers and asked if he exhausted all possibilities of getting his own 
rubber, what would the Government do to help him? The committee was ad- 
vised that at the present time, the only rubber available to industry is that which 
has been recommended for rotation and that should any emergency develop to 
the point where industry could not obtain sufficient quantities of rubber that 
it would be necessary for the problem to be presented to the Department of 
Commerce’s Business Defense Services Administration, who have the responsi- 
bility of determining industry requirements in an emergency. 

With respect to item No. 3 of the letter, Mr. Ormsby stated that our rotation 
program may be interfered with due to late deliveries and penalties and the hesi- 
tancy on the part of the suppliers to sign our contracts if force majeure does not 
apply. Mr. Badenhop felt that the dealers are taking an undue risk with re- 
spect to the Suez Canal to sell rubber for forward contracts and that because of 
the penalties for later arrivals, his company would be reluctant to do further 
rotation on this basis. 

The committee was then advised that if the dealers who sell rubber to 
GSA feel that the present GSA contract terms for the purchase of rubber are 
too restrictive, election might be made to use the August 1952 terms. Such 
election would have to be made at the time the contract was originally con- 
summated. 

Regarding point No. 4, it was pointed out to the committee that GSA could 
not consent to take rubber at gulf and west coast ports of import which Was 
originally purchased for importation through New York, N. Y. 

At this point, Mr. Bogardus reiterated the recommendation of 60 days ex- 
tension by the manufacturers represented on the committee and asked whether 
all members would go along with this. The members unanimously recommended 
that replacement time be extended in the event of a real emergency. 

Mr. Bogardus then emphasized the seriousness of the situation and requested 
that prompt consideration be given to the recommendations made by the Rubber 
Manufacturers Association and that they be considered seriously and expedi- 
tiously and any decisions be made quickly and an announcement could be made 
at a later date if any change can be made in the present procedure. 

Mr. Weaver advised the committee that several appointments were under con- 
sideration to fill vacancies of former members and that an announcement would 
be made at a later date. No other comments were offered and the meeting was 
adjourned. 

In accordance with recommendations of the committee, a meeting of the inter- 
ested Government agencies was held to consider possible amendment of the 
rotation ground rules. 

At this meeting it was agreed that the situation was serious but that actual 
emergency conditions which would warrant amendments of the ground rules 
had not developed. 

It was agreed that the interested Government agencies would continue to 
watch the situation and would meet again to consider the problem should cir- 
cumstances warrant. 


NOVEMBER 5, 1956. 
BE. H. WEAVER, 
Commissioner, Defense Materials Service: 

Article appearing today’s Journal of Commerce indicates immediate action ex- 
pected connection revision GSA stockpile rotation program. Although situation 
serious, in our opinion no emergency exists to justify immediate action concern- 
ing this matter. Natural rubber is being freely shipped from producing coun- 
tries and ample supplies are available for sale in New York market to satisfy 
current demand. There is no rubber shortage at the present time and until this 
condition changes no Government action is warranted. Some delays in arrival 
will occur due diversion ships Suez to Cape Good Hope, but situation should 
correct itself. As members GSA rubber business advisory committee under- 
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signed recommend no changes rotation program at present time and request 
committee meeting before any decision reached concerning this matter. 
F. T. Koyle, Joseph Louis, R. 8. Hamilton, J. F. Frank, R. A. Baden- 
hop, S. J. Pike, R. D. Reilly, S. E. Brennan, D. H. Olson. 


SUMMARY MINUTES OF THE MEETING OF THE RUBBER BUSINESS ADVISORY COMMITTEE 
HELD IN THE GSA REGIONAL OFFICE BUILDING ON NOVEMBER 8, 1956 


The meeting was called to order at 10 a. m., by Mr. E. H. Weaver, Com- 
missioner, Defense Materials Service, as the Government’s presiding officer with 
the following committee members in attendance: 

J. Adams, Sears, Roebuck & Co. 

R. Au, B. F. Goodrich Co. 

R. Badenhop, R. Badenhop Corp. 

J. Frank, J. Frank Co. 

R. Hamilton, H. A. Astlett Co. 

J. Louis, Littlejohn & Co. 

P. O’Dell, United States Rubber Co. 

D. Olson, Avia Company of New Jersey 

R. Reilly, Imperial Commodities Corp. 
J.C. Roberts, Firestone Tire & Rubber Co. 
H. F. Van Valkenburgh, Dunlop Tire & Rubber Co. 
©. Zabick, General Tire & Rubber Co. 

The following were present as observers: 

R. Ormsby, Rubber Manufacturers Association of New York, Inc. 
W. J. Sears, Rubber Manufacturers Association 

R. D. Young, Rubber Trade Association of New York, Inc. 
A. Garry, Rubber Trade Association of New York, Inc. 

G. Beitzel, Office of Defense Mobilization 

A. Wolf, Office of Defense Mobilization 

F. Bates, Department of Defense 

H. Brandon, Department of State 

W. Brey, Department of State 

EK. Holt, Department of Commerce 

G. Casto, GSA 

B. Harding, GSA 

V. Johnson, GSA 

J. McElligott, GSA 

J. Stratman, GSA 

R. Voelker, GSA 

J. J. Wolfersberger, GSA 

Mr. Weaver opened the meeting and introduced Mr. D. H. Olson of the Avia 
Company of New Jersey, newly appointed to the Committee. After giving a 
résumé of the meeting of September 13, 1956, Mr. Weaver stated that the Rub- 
ber Manufacturers Association had requested that reconsideration be given its 
former request due to the changed situation in the Middle East, and that the 
Rubber Trade Association of New York, Inc., had requested another meeting 
be held before changing rotation policy. 

The meeting was then opened for discussion by the members. Those represent- 
ing the importing group were strongly opposed to any extension of time for 
replacement of rotation rubber at the present time. They stated as their rea- 
sons that rubber is being freely offered from producing countries, that there is 
no shortage of supplies and that the quantity of rubber being purchased by 
consumers and the Government was no greater than before the Suez Canal 
closed. In particular, one of the members of the importing group was asked if 
sales of rotation rubber from the stockpile had increased, or whether GSA was 
having any difficulty in replacing rubber. In answer the Committee was advised 
that the GSA position for November and December sales was somewhat lower 
for this time, and that it had not experienced any difficulty whatsoever in the 
purchase of rubber for replacement on the 60-day basis. The members repre- 
senting the importing group advised there is no lack of rubber for nearby delivery 
and that the prices for such rubber are almost comparable with prices for future 
delivery. 

Mr. Ormsby stated that there seems to be a diversity of opinion regarding 
what constitutes a real emergency. He mentioned the fact the ground rules 
governing rotation had been changed when an emergency did not exist. He 
pointed out that the canal will be closed indefinitely, there will be delays oc- 
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casioned by ships being diverted via the Cape of Good Hope, there will be delays 
on return voyages of ships, there will be rescheduling of ships. He emphasized 
the fact that the Rubber Manufacturers Association employs approximately 
200,000 people and it has an obligation to keep the factories going for the pur- 
pose of national defense. Members from the manufacturing group indicated that 
this is an ideal time for the Government to upgrade the stockpile and that the 
manufacturers would be happy to return to present ground rules when the 
emergency is over. Information available from the Rubber Manufacturers As- 
sociation and the Department of Commerce indicated that the total stocks of 
rubber available in this country are only enough for 2 months’ consumption. 
RMA members also indicated that they must think in terms of what is available 
for next year, they must plan ahead to keep their plants operating and the 
pipeline filled. 

After some discussion on the speculative aspect of the market, Mr. Weaver said 
he thought the fact that this Government had a rubber stockpile had a very 
stabilizing effect on the market prices. He then advised the Committee that 
representatives of the Government agencies involved would get together imme- 
diately to discuss the recommended revisions of the rotation ground rules and 
that an announcement would be made as soon as possible. No further comments 
were offered, and the meeting was adjourned. 


Mr. Casto. The minutes are full and complete summary minutes, 
but they do not identify persons expressing the views in all instances. 
We did not identify them because you have to remember that this is a 
merchandizing group—the actual people who do the buying and sell- 
ing rather than the people who establish policy of a particular com- 
pany—and when these people come home, having expressed opinions 
to the Government and gotten copies of the minutes which identified 
them, they ran into trouble with the management of their own 
company. 

So, consequently, we deleted from the minutes the identification of 
the individual person making the recommendation. We simply re- 
corded our minutes on the basis that a member of the committee rec- 
ommended “as follows.” 

Mr. Monteomery. Then, you would not be wholly in accord with 
the proposed provision in the legislation which would require identi- 
fication ? 

Mr. Casto. I would be opposed to identifying members by name 
making recommendations; yes, sir. 

Mr. Horrman. May [ask him a question at this point? 

Mr. Montcomery. Certainly. 

Mr. Horrman. In your opinion what would be the effect of a regu- 
lation requiring the keeping of minutes identifying those who were 
giving advisory opinions on your hearings and your ability to get 
advice ? 

Mr. Casto. The effect would be that in a number of instances a per- 
son would not volunteer information to the committee, but would 
remain silent on certain questions. 

Mr. Horrman. Thank you. 

Mr. Monrcomery. You testified before that in your opinion 6 
months would be an adequate waiting period before releasing informa- 
tion to the public concerning the matters discussed and the recom- 
mendations made by these committees ? 

Mr. Casto. For this Rubber Business Advisory Committee only; 
yes, sir. 

It might be that other committees in GSA would require a longer 
period of time before the minutes could be published. 
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Mr. Montcomery. Before the expiration of that 6-months period 
would you feel at liberty to disclose those minutes to such agencies 
as General Accounting Office and the Department of Justice? 

Mr. Castro. I would have no objection whatsoever. My books are 
open to GAO at all times, and they are in my office at all times. 

Mr. Monteomery. Going back to the composition of this Committee, 
Mr. Casto, at the time of the split opinion and recommendations at the 
meeting of November 8 I believe I understood you to testify there 
were 9 members representing the manufacturing industry and 9 mem- 
bers representing the trade industry ? 

Mr. Casro. That is correct, sir. 

Mr. Montcomery. Is that the present composition of the committee ? 

Mr. Casto. Yes, sir. 

Mr. Montcomery. Based upon the information that you have fur- 
nished the committee, I did not get that impression. It appears that 
there are only 8 manufacturers and 9 traders. Perhaps I made a 
mistake. 

Mr. Casto. One manufacturer was not present, sir. 

Mr. Montcomery. I am referring to the data furnished to the com- 
mittee showing the composition of the Rubber Advisory Committee. 

Mr. Casto. It appears that way, sir. I would like to check and 
furnish the information to the committee later, if I could. 

Mr. Monteomery. That will be fine. 

(The information requested follows :) 

GENERAL SERVICES ADMINISTRATION, 
DEFENSE MATERIALS SERVICE, 
Washington, D. C., May 9, 1957 
Hon. WiiiiAmM L. DAwson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: At a recent hearing in which representatives of the 
Defense Materials Service appeared before the Comimttee in connection with the 
subcommittee hearings on GSA’s Rubber Business Advisory Committee you re- 
quested that Mr. George K. Casto furnish to the committee the reason why 9 
members representing the trade were shown on the Committee and only 8 members 
representing the rubber manufacturing industry. 

This is to advise that Mr. Schwab, of the United States Rubber Co. who was a 
member of the Committee died and replacement for him has not as yet been 
chosen. 

A representative of the rubber products manufacturing industry will be ap- 
pointed at a future date and will again bring the membership to 9 members rep- 
resenting the importing industry and 9 members representing the rubber manu- 
facturers companies. 

Sincerely yours 
E. H. WEAVER, Commissioner. 

Mr. Montcomery. Going back to the matter of the 6 months’ delay 
on news releases: You do not always wait 6 months, do you, to issue 
a news release of the happenings of those committees ? 

Mr. Casto. No, sir; we do not make news releases if we can possibly 
avoid it. If we feel that we must make a news release, we make it 
immediately following the meeting. 

Mr. Montcomery. That is one of the conditions that is read by the 
Chairman at those meetings—that it will be at his discretion as to 
whether or not there will be any release? 

Mr. Casto. That is correct. 

Mr. Monrcomery. And the fact that you do make one is not. neces- 
sarily indicative that in all cases you could make a release immediately ? 
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Mr. Casro. No, sir. 

Mr. Monteomery. Mr. Chairman, that is all I have. 

Chairman Dawson. Thank you very much, Mr. Weaver, and those 
associated with you, for your appearance here today, and for your 
testimony. 

Mr. Weaver. Thank you, sir. 


STATEMENT OF FREDERICK NASH, GENERAL COUNSEL, DEPART- 
MENT OF COMMERCE; ACCOMPANIED BY BURT W. ROPER, 
COUNSEL, BUSINESS AND DEFENSE SERVICES ADMINISTRATION ; 
WILLIAM C. TRUPPNER, BUSINESS AND DEFENSE SERVICES 
ADMINISTRATION; AND KENNETH McCLURE, ASSISTANT GEN- 
ERAL COUNSEL 


Chairman Dawson. Our next witness will be Mr. Frederick Nash. 
Mr. Nash is general counsel for the Department of Commerce. 

Mr. Nash, you may proceed. 

Mr. Nasu. Mr. Chairman, I would like to say, first, that I did not 
come down here prepared to describe in any detail the operation of 
industry or other advisory committees in the Department of Com- 
merce. There was a substantial record made on that last year, and 
I assumed that all the information was available on that score that the 
committee wants. 


Chairman Dawson. We have the information available. 

Mr. Nasu. What I came here for—and I am very glad of the oppor- 
tunity to do it—is to give the Department’s opinion on this proposed 
legislation, and if the committee has no objection, I would like to read 
at least part. of the letter from the Seeretary of Commerce, which I 
believe that all of you have, and which should be made a part of the 
record. 

Chairman Dawson. Very well. 

(The letter referred to follows :) 


THE SECRETARY OF ©OM MERCE, 
Washington, April 29, 1957. 
Hon. WILLIAM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Commerce with respect to H. R. 3378 (January 22, 1957) and a 
subsequent committee print (April 10, 1957). These bills, by amendment to the 
Administrative Expenses Act of 1946, propose to regulate the organization and 
operation of advisory committees. The committee print is a more comprehensive 
and restrictive version of H. R. 3378. 

The five principal objectives of the bills are: 

(1) To permit the use of advisory committees only where there is some author- 
ity in law for their formation ; 

(2) To permit only such agenda for meetings of advisory committees as are 
formulated by full-time salaried officers or employees of the Government; 

(3) To permit only such meetings as are called and chaired by full-time sal- 
aried officers or employees of the Government ; 

(4) To require the keeping of full and complete minutes of each meeting; and 

(5) To prevent the committee from functioning otherwise than in an advisory 
capacity. 

It is supposed that these bills would not be proposed unless it was felt by 
someone that accomplishment of these objectives was necessary to eliminate some 
aspects of the use of advisory committees that are considered sinister. The bills 
themselves are quite vague as to what evils they are intended to remedy. The 
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committee print does not say anything on the subject. H.R. 3378 says it is offered 
“as a minimum safeguard against the use of any such group to influence public 
policy for the benefit of private interests.”” Whether or not this is a complete 
and accurate description of the purpose of the bill, it is quite clear that both 
bills are intended to protect the Government from some claimed sinister influ- 
ence of advisory committees rather than to keep such committees from violating 
the antitrust laws. 

This point is made because the resemblance between the foregoing objectives 
of these bills and the criteria recommended by the Department of Justice in 1950 
for use in the conduct of advisory committee meetings might create the erroneous 
impression that the bills have the same purpose as the Department of Justice 
recommendations, which were expressly aimed at minimizing the possibility of 
violations of antitrust laws by advisory groups. However, if the purposes had 
been the same, the bills, like the Department of Justice recommendations, would 
have restricted the applicability of the criteria to cases of “participation by mem- 
bers of an industry in the activities of industry advisory committees,” for 
antitrust implications are possible only where the meetings bring competitors 
together. But the proposed bills do not restrict the applicability of the criteria 
in any such manner. They would require the application of the criteria not 
only where the members of the group come from entirely unrelated industries, 
but also where they come from noncommercial institutions, such as schools, 
colleges, and research foundations, and where the subjects to be discussed are 
as devoid of antitrust implications as public health, scientific principles, and the 
like. This wide area of applicabiilty for the criteria, together with the fact that 
the bills are offered as amendments to the Administrative Expenses Act of 1946, 
rather than the antitrust laws, are convincing evidence that the purpose of the 
bills is not to minimize the possibility of antitrust violations. Instead, the 
purpose must be, as indicated in H. R. 3378, to protect the Government from some 
claimed improper influences by advisory committees. 

The absence of any more precise definition of the claimed evil to be remedied 
than that contained in H. R. 3378 makes it necessary to speculate as to the type 
or types of alleged improper influence at which the bills are aimed. The broad 
coverage of the bills eliminates the possibility that they are aimed exclusively 
at influence claimed to be improper because prompted by the desire for personal 
gain—influence of the type which would come within the conflict-of-interest 
statutes if the individual involved were a Government employee rather than a 
member of an advisory group. This might be deemed to be the limited purpose 
of the bills if they applied only to committees composed of persons engaged in 
activities for profit whose advice was sought in areas that might affect the 
profitableness of these activities. But the bills cover groups made up of citizens 
from nonprofit institutions as well and to groups whose advisory function has 
nothing whatever to do with monetary interests. It can only be inferred from 
this that the bills are intended to cover self-interest situations of a much dif- 
ferent and less serious import than those at which the conflict-of-interest statutes 
are directed. They would appear to cover situations where the member of the 
group or the institution he is connected with would derive some purely incidental 
and remote benefit if the advice of his group were followed. 

The Department of Commerce opposes both of the bills for these reasons: 
(1) Advisory groups perform a highly useful function in the Government and 
there is no evidence that they exercise any sinister influence whatever; (2) 
there is no need for protecting the Government against the type of self-interest 
which does not come within established conflict-of-interest concepts: (3) the 
Government is already adequately protected against the effect of the type of 
influence which would come within the conflict-of-interest statutes if the mem- 
bers of the advisory group were full-time Government employees; and (4) 
accomplishment of the objectives of these bills would, without any compensat- 
ing benefit, so seriously limit the establishment and operation of advisory com- 
mittees that their utility of the Government would be virtually destroyed. 

1. Advisory groups perform a highly useful function in Government and there 
is no evidence that they exercise any sinister influence whatever.—The useful- 
ness of such groups is recognized by H. R. 3378 itself which says that they “can 
serve as an aid to intelligent and informed consideration of various matters in 
the administration of Government affairs.” There are outside the Government 
many specialists in fields of knowledge and practical experience whose informa- 
tion, skills, and ability are not only useful but in some cases necessary in the 
intelligent formulation of Government policy. Many of these individuals are 
not willing to work for the Government on a full-time basis. They prefer to 
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work for private concerns or institutions. Yet they are willing to make their 
valuable services available to the Government on a part-time basis and, more 
often than not, without compensation. These advisory groups are of every kind 
and complexion and assist every department and agency in the executive branch. 
They have historically been used extensively by the President. Their composi- 
tion, size, permanence, and other attributes are determined by the needs of the 
department or agency which calls them into being. They may be a temporary 
task group advising on technical matters, a composite group studying a subject 
of general public interest, a group of industry leaders chosen for their knowl- 
edge of defense mobilization preparedness, or a group of business executives 
having wide experience and skill in fiscal matters. They may be health groups, 
farm groups, or scientific groups. They may consist of members of a single 
industry or profession or members of a variety of industries or professions. 
They may come from academic or research circles reflecting points of view en- 
tirely unrelated to business or industry. They are always selected because of 
the contribution they can make toward the solution of a particular problem or 
group of problems or toward the better conduct of Government in some area or 
areas. 

There is no evidence that their influence on Government is other than bene- 
ficial. The Department of Commerce knows of no instance where the advice 
of any advisory committee was rendered with any other idea or purpose than to 
serve the best interests of the Government and the American people as a whole. 

2. There is no need for protecting the Government against the type of self- 
interest which does not come within established conflict-of-interest concepts.— 
This is so obvious as scarcely to need elaboration. The type of self-interest 
referred to here is the interest which every citizen, whether Government em- 
ployee or not, has in the operation and policies of Government. This interest 
may even be monetary as in the case of recommendations for general tax reduc- 
tions, but the fact that the Government employee will benefit from such changes 
does not preclude him from participating in the activities which lead to such 
changes. If the full-time Government employee can properly participate in such 
activities, then a fortiori an advisory group may offer advice with regard thereto 
without the necessity of having his advice spread on the record. 

3. The Government is already adequately protected against the effect of self- 
interest of the type which would come within the conflict-of-interest statutes if 
the members of the advisory group were full-time Government employees and, 
therefore, there is no need for legislative regulation in this area.—It appears 
that the bills as applied in this area would seek to keep a Government official 
from listening to advice prompted by self-interest of this type. Merely to state 
this objective is to show its unsoundness. 

If a Government official is entrusted with responsibility for a determination 
in a novel field, information is necessary. Volunteers may offer assistance and 
information. Certainly the official is forewarned under those circumstances that 
the help may be colored with self-interest. The official may call on an informed 
person or group for advice. Responsibility for the final decision—for putting 
the advice into action—lies with the official. A decision favorable to the na- 
tional interest may be reached despite information and advice directed to a dif- 
ferent end—and contrariwise. In any event, “the tree is known by its fruit.” 
It is the scrutiny of the final product that provides the judgment as to whether 
or not the product or decision should be sustained or thrown down. The ap- 
parent ultimate aim of these proposals—to bring about wise decisions made in 
the public interest—is not to be accomplished by cutting off sources of advice, 
or by censoring or allowing only a certain kind of advice, but by allowing 
freedom of information and judging the final decision in terms of the national 
interest. 

In this connection it should be noted that, if the Congress is going into the 
tield of keeping Government officials from listening to advice prompted by self- 
interest, there is no justification for limiting its activities in this area to regu- 
lation of advisory groups. To make such control effective, these bills would 
require every Government official, every department to list all other influences 
such as books, radio and television programs, newspaper articles, and every 
other source of information or idea which might be prompted by the self-interest 
of the author or speaker. It would also be necessary for every Government em- 
ployee to name every individual whom he invited to give him advice and to put 
down in writing a summary of each conference with such individuals. It would 
be necessary for the employee to keep minutes of every meeting that he attended 
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outside of the Government where Government policy was discussed and where 
there was any danger that the participants in the discussion might be prompted 
by self-interest. This, of course, is ridiculous. 

4. Accomplishment of the objectives of these bills would, without any com- 
pensating benefit, so seriously limit the establishment and operation of advisory 
committees that their utility to the Government would be virtually destroyed.— 

‘The requirement that the agenda for each meeting be prepared by a full-time 
Government employee might have the effect of limiting the subjects on which 
ssuch committee might give valuable advice. This requirement has a real purpose 
where the objective relates to antitrust laws since there would be then a valid 
reason for excluding from the discussion subjects of antitrust significance. 
However, the application of this requirement by these bills would tend merely 
to deprive the Government of volunteered advice which might be of great value 
and of no danger. 

The requirement that the meeting be chaired by a full-time Government em- 
ployee is subject to the same criticism. 

The requirement that full and complete minutes be kept must be considered 
as imposed for the purpose of subjecting these minutes to some scrutiny by 
Someone at some time. That this would tend seriously to impair the free flow 
of discussion goes almost without saying. It is well known to the public at 
large and to Members of Congress that many individuals, although having 
nothing to hide, are reluctant to speak freely and fully where their remarks are 
being recorded or will be subject to later serutiny. Many such individuals will 
refrain from participating in such meetings or will speak only from prepared 
texts to avoid misinterpretation. In either event, the usefulness of the advisory 
group is destroyed. These groups are called together for discussion purposes— 
otherwise they would be asked merely to submit their opinions in writing through 
the mails. Where minutes of the discussions are to be kept—or, as required by 
the committee print, where the viewpoints expressed and the identity of the 
persons expressing them are to be preserved—the benefit which discussion and 
deliberation would confer would be lost. 

The Department of Commerce, therefore, for reasons set forth above, urges 
against the enactment of these bills. 

We are advised by the Bureau of the Budget that there would be no objection 
to the transmission of this report to the Congress. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


Mr. Nasu. The five principal objectives of the bills are— 

(1) To permit the use of advisory committees only where there is 
some authority in law for their formation ; 

(2) To permit only such agenda for meetings of advisory commit- 
aie as are formulated by full-time salaried officers or employees of 
the Government ; 

(3) To permit only such meetings as are called and chaired by full- 
time salaried officers or employees of the Government : 

(4) To require the keeping of full and complete minutes of each 
meeting; and 

(5) To prevent the committee from functioning otherwise than in 
an advisory capacity. 

I suppose that these bills would not be proposed unless it was felt 
by someone that accomplishment of these objectives was necessary to 
eliminate some aspects of the use of advisory committees that are con- 
sidered sinister. 

It seems to me that the bills themselves are vague as to what the evils 
are that are sought to be remedied. The committee print does not say 
anything on the subject. H. R. 3378 says it is offered as a minimum 
safeguard against the use of any such group to influence public policy 
for the benefit of private interest. I do not know whether that is a 
complete and accurate description is the purpose of the bill, but it 
seems to me that the bills are intended to protect the Government from 
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some sinister influence of advisory committees rather than to keep 
the committees from violating the antitrust laws. 

Mr. Horrman. Off the record. 

( Discussion off the record. ) 

Mr. Brown. May L ask one question at this point ? 

Chairman Dawson. Yes, Mr. Brown. 

Mr. Brown. I read this letter last night and this morning. There 
is just one thing in this whole letter that I do not quite understand, 
and comprehend, and that is the statement to this effect : 

The bills themselves are quite vague as to what evils they are intended to 
remedy. 

I wonder if either of you, Mr. Nash, or the Secretary of Commerce, 
could point out any legislation which carries in it information as to 
what they want to eliminate and why? That is an argumentative 
statement. In other words, we do not say that murder is a bad thing 
and, therefore, we are going to pass a law against murder. 

Mr. Nasu. That statement was not intended critically, Congress- 
man Brown. I think that is true, but on the other hand, in some bills 
you do have recitals in connection with bills. 

Mr. Brown. Whenever the Rules Committee finds any “whereases,” 
in a bill, they strike them out. 

Mr. Nasu. There was one in H. R. 3378, and that is why I men- 
tioned it. 

Chairman Dawson. I do not believe that is contained in the clean 
bill. 

Mr. Brown. It was struck out, I think, on the suggestion of the 
gentleman from Ohio saying it would not go through the Rules Com- 
mittee on that basis. 

Mr. McCormack. Of course, you realize you raised the question of 
it being sinister by the letter of Secretary Weeks. It was not raised 
by anyone else. 

Mr. Nasu. That is true. 

Mr. McCormack. Of course, you do not think that any Member of 
Congress had any such idea in mind. That is rather an extreme state- 
ment. A person could be wrong without being sinister, could he not? 

Mr. Nasu. I suppose so; yes, sir. 

Mr. McCormack. That is rather an extreme word. 

Mr. Nasu. Well, I would use any other word. That seemed to be 
the one that best described what 1 thought, perhaps, that the com 
mittee had in mind. 

Mr. McCormack. If we are going to proceed on the theory of its 
being sinister, it is the Department of Commerce that raised that issue 
itself, and no one else. 

Mr. Nasu. It is perfectly true that there is nothing in the bills ex- 
cept this one statement in H. R. 3378, and the word “sinister” I 
thought described what that recital in H. R. 3378 was. Maybe, that 
is not a correct word to use. 

Mr. McCormack. It has been called to my attention that the word 
“sinister” is a rather extreme word. 

Mr. Brown. How was it that you described it a while ago? 

Mr. McCormack. The dictionary says “wrong, dishonest, corrupt,” 
and so forth. I do not know whether anyone has yet raised that ques- 
tion except you people, and I thought it was rather strange to be in 
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a report from any department, and that the department itself should 
raise that issue against members of the committee, and in the absence 
of any evidence proving that, we assume the people are doing what 
“> ht to do. 

| a. That is right, and that is what we believe, too. 

Mr McCormack. All right; I will not go any further. 

Chairman Dawson. Mr. Nash, will you please proceed with your 
statement ? 

Mr. McCormack. I want the record to show that the Commerce 
Department itself raised that issue through the letter received on these 
bills from Secretary Weeks. That is all. 

Mr. Nasu. I would like to amplify that if I could make a comment 
on that, Mr. Chairman. 

Chairman Dawson. Surely. 

Mr. Nasu. This was our idea of, perhaps, what the committee had 
in mind. Maybe we were wrong about that. 

Mr. McCormack. You mean that the committee had in mind that 
there was something sinister itself? 

Mr. Nasu. Something sinister about the operations of the ad- 
visory committees. 

Mr. McCormack. What justification was there for that? I will 
start probing now ? 

Mr. Nasu. | think that is predicated upon this recital in H. R. 3378 
that this was a minimum safeguard against the use of any such group 
to influence public policy for the benefit of private interests. That is 
the word that we used to characterize that type of activity. 

Mr. McCormack. You think the language in that bill justifies such 
a conclusion or interpretation as “sinister”? 

Mr. Nasu. I think that is right. That is what I thought. 

Mr. McCormack. I sharply disagree with you. 

Mr. Nasu. All right. 

Chairman Dawson. Will you proceed, Mr. Nash ? 

Mr. Horrman. Mr. Chairman, I would like to be heard on that one. 

Chairman Dawson. Very well. 

Mr. Horrman. F requently i in the papers we read charges that activ- 
ities of some of the executive agencies enable, shall we say, ambitious, 

greedy individuals, who desire money to accumulate funds, to obtain 
Cadharwiatiins and use it improperly in the open market, or elsewhere. 
T call that sinister. 

Mr. McCormack. If established. 

Mr. Horrman. How is that? 

Mr. McCormack. If established. 

Mr. Horrman. Sure. 

Mr. McCormack. If established, but I do not have any evidence yet 
as to where it has been done. 

Mr. Horrman. If I understand it correctly, the Congress is always 
on guard to protect the people from sinister—if I may use the word— 
activities here, there, and overall. 

Mr. McCormack. Congress can protect against abuses without the 
abuse itself being sinister. 

Mr. Horrman. Maybe so. For instance, this Beck investigation at 
the present time is one in point. I would call that sinister. Maybe 
it is not: 

Mr. McCormack. Well—— 
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Mr. Horrman. I mean not the investigation, but Beck’s practices. 

Mr. McCormack. We are not talking about Mr. Beck, who is not 
a member of any of these advisory committees. 

Mr. Horrman. No. 

Mr. Brown. Mr. Chairman, may I interrupt for a moment? 

Chairman Dawson. Let us not go off on “Beek.” 

Mr. Brown. Of course, it is not unusual for the Congress by law to 
provide certain restrictions and safeguards for the protection of the 
general public. For instance, in the Department of Agriculture with 
reference to the grain reports there is a criminal penalty fixed for 
giving out a grain crop report in advance. You may recall that a 
few years ago someone gave a signal by lifting a blind or something 
Ww hereby they were passing the w ord out to others for use in the market. 

As I understand this legislation—and there may be some discussion 
as to exact provisions of the bill—it is simply to add to present 
legislation other provisions which will further safeguard against any 
possible abuses without saying someone has already abused it, or has 
not abused it, but only to make certain no abuses will occur. That 
is a worthwhile objective, if we can write the pr oper kind of legislation, 
without crippling the use of these advisory committees which I think 
serve a very good purpose in many instances, is it not? 

Chairman Dawson. That is the objective of the legislation. 

Mr. McCormack. I will accept that statement as representing my 
state of mind on the evidence I have, but the very fact we are under- 
taking to do that does not mean that we believe that there are sinister 
actions and influences without evidence to that effect on the part 
of some individuals or individual. 

Mr. Brown. It seems to me, Mr. Chairman, and Mr. McCormack, 
the thing we have to determine here is whether this legislation that 
is before us would be helpful in safeguarding the public interest or 
whether it would be so restrictive as to endanger the value of all these 
committees, aud be harmful to the Government and to the Depart- 
ments as a result thereof. 

That is a problem I think we have, and that is what you are speaking 
to, as [ understand it. 

Mr. Nasu. That is correct. 

Mr. Brown. You are questioning the advisability of some of these 
provisions ¢ 

Mr. Nasu. That is correct. 

Chairman Dawson. Will you please proceed ¢ 

Mr. Horrman. Well, H. R. 3378 at page 1, the last paragraph, states 
as follows: 

Whereas, it is equally well recognized that protection of the public interest 
requires that the activities of such committees and groups be made subject to 
certain uniform requirements as a minimum safeguard against the use of any 
such group to influence public policy for the benefit of private interests. 

I think that justifies the use of the word “sinister.” 

Chairman Dawson. On the recommendation of Mr. Brown, we 
amended the bill to strike out that portion, and we have now a clean 
bill before us. 

Mr. Horrman. Yes, I understand. 

Mr. Brown. I think that states the objective of the committee. 

Mr. Horrman. From that I can see why whoever wrote this state- 
ment for the Secretary of Commerce could get the word “sinister.” 
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Mr. Brown. I do, too. There might be a misunderstanding. 

Chairman Dawson. Will you proceed, sir? 

Mr. McCormack. I still do not agree with it. 

Mr. Brown. Well, let us not be “sinister” about it. Let us go 
ahead. 

Chairman Dawson. Will you tell us where you were, Mr. Nash, 
when you were interrupted ? 

Mr. McCormack. If you were to write this letter over again, I think 
you would leave the word “sinister” out, would you not? 

Mr. Nasu. I would be happy to do that. 

Mr. Brown. You might move to strike and amend. 

Mr. Nasu. This point is made because the resemblance between the 
foregoing objectives of these bills and the criteria recommended by 
the Department of Justice in 1950 for use in the conduct of Advisory 
Committee meetings might create the erroneous impression that the 
bills have the same purpose as the Department of Justice recommenda- 
tions which were expressly aimed at minimizing the possibility of 
violations of antitrust laws by advisory groups. However, if the 
purposes had been the same I think the bills, like the ee of 
Justice recommendations, would have restricted the applicability of 


the criteria to cases of “participation by members of an industry in 
the activities of industry advisory committees,” for antitrust implica- 
tions are possibly only where the meetings bring competitors together. 

But the proposed bills do not restrict the applicability of the criteria 
in any such manner. They would require the application of a criteria 
not only where the members of the group come from entirely unrelated 
industries but also where they come from noncommercial institutions 


such as schools, colleges, and research foundations and where the 
objects to be discussed are as devoid of antitrust implications as public 
health, scientific principles, and the like. 

This wide area of applicability for the criteria together with the 
fact that the bills are offered as amendments to the Administrative 
Expenses Act of 1946 rather than the antitrust laws are convincing 
evidence that the purpose of the bills is not to minimize the possibility 
of antitrust violations. Instead, the purpose must be, as indicated 
in H. R. 3378, to protect the Government from some claimed improper 
influences by advisory committees. 

Mr. Brown. Mr. Chairman, may I interrupt there? 

Chairman Dawson. Surely. 

Mr. Brown. I think we can save time by doing so. My position on 
that word “claimed” is something like Mr. MidGotinack’s position on 
the word “sinister.” 

I do not think there has been the claim of improper influences, but 
I think that the intent of this bill is to establish some proper safe- 
guard against them. Now, there are activities that may be illegal, 
and certainly morally wrong, besides violation of the Antitrust Act. 

Mr. Nasu. I think that is true. 

Mr. Brown. Even a college professor—and I have great respect for 
such a man—might succumb to the opportunity to make a little money 
on the information he obtained which did not have anything to do with 
the antitrust legislation whatsoever. I think this provision is really 
to throw up a further safeguard and I think that is the intent of this 
committee in considering this bill, as I understand it. The measure is 
to furnish further safeguards against any possible influence or wrong- 
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ful activity by members of these committees, and to make the law 
as tight as we can. Probably, when we get through, it will not be 
wurtight. 

Mr. Nasu. On that, I would like to say, Mr. Brown, that this opin- 
ion from the Secretary does not cover the aspect which I think you are 

nentioning ; in other words, the possibility that somebody might make 
at profit—somebody on an advisory committee might sls a profit on 
the information that he has gained from membership on the ad- 
visory committee. The Secretary’s comments were based largely on 
this statement in H. R. 3378 which has been deleted now in the com- 
mittee draft; that what was sought by the bill was to protect the Gov- 
ernment from having its policies influenced by the members of the 
advisory committees for the benefit of private interests; not that the 
objective was to stop the making of profit, but it was to stop the in- 
fluence on Government policy. If the objective is to stop a possible 
making of profit, the remedies and approach of H. R. 3378 do not 
appear well adopted to that purpose. 

Mr. Brown. If I can differ with you, that is a distinction without a 
lifference. It does not make any difference whether it is for the benefit 
of private interests one way or the other. If it is for the benefit of 
private interests beyond any provision of the antitrust laws mentioned 
by the Attorney General in his original suggestion, then it is some- 
thing we ought to try to prevent, and I am sure, knowing Secretary 
Weeks as I do, he would be just as zealous in trying to prevent it as this 
committee, or the Congress would be, if he knew about it. 

The only question I see is whether or not in this whole problem we 
should try to establish further safeguards without mjury here, as 
we mentioned a moment ago. 

Mr. Nasu. I do think that that is a distinction with a difference, 
though, because while I agree in some cases there might be the in- 
fluence, the influence might be brought to bear and as a result the 
public policy might be affected and some private profit might be made 
by the members of the advisory committee, and if that hapened, that 
would all be in the picture and in that case there would not be a dis- 
tinction. 

Mr. Brown. Not necessarily. I have been taken for a ride once or 
twice on legislation because I did not understand it fully, and I fol- 
lowed the judgment of somebody else. That can happen. 

What isa private interest? It might be an interest of one individual 
or it might be the interest of a number of individuals. 

Chairman Dawson. I would like to call to Mr. Nash’s attention 
the fact that this committee did make an investigation of advisory 
committees and as a result of that investigation, felt that something 
ought to be done about the situation. There were some abuses found. 

We do not accuse the Department of Commerce or any other De- 
partment, but we are trying to establish a rule with which all will 
comply and we believe if that is done, then we have lessened any 
chance of the evils recurring which we did find upon investigation. 

We have not accused the Commerce Department or any other De- 
partment but I wish to assure you, sir, as a result of that investigation 
we did feel that remedial legislation is indicated and we are tryi ing to 
arrive at that remedial legislation. 

Which of these five requirements could you find fault with in any 
advisory committee of any type? 
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Mr. Nasu. The one that principally bothers us, Mr. Chairman, is 
the requirement in the committee print—there are two of them, really, 
but the principal one that bothers us is the requirement in the commit- 
tee print that in the minutes 

Mr. Brown. What page and line? 

Mr. Nasu. This is page 3, lines 11, 12, and 13. That in the minutes 
there be a record kept of the viewpoints expressed and identifying the 
persons expressing them. We have the feeling, as stated in the Secre- 
tary’s letter, chat that would really dry up the sources of information. 

Yhairman Dawson. Let us take the five principal objectives of the 
bill first. No.1: 


To permit the use of advisory committees only where there is some authority in 
law for their formation. 





You have no quarre} with that provision, have you? 

Mr. Nasu. We would have no quarrel with that provision if it means 
that where there is some general authority such as in the Department 
of Commerce where the purpose or one of functions of the Department 
is to foster and encourage commerce and trade. 

If that authority and that general language was enough to have 
advisory committees to assist us in connection with the carrying out of 
those policies 

Chairman Dawson. But you can form that under the present law: 
can you not? 

Mr. Nasu. We think we can; yes, sir. 

Chairman Dawson. Then, you have no objection to the first provi- 
sion ? 

Mr. Nasu. That is correct. 

Chairman Dawson. No. 2: 





To permit only such agenda for meetings of advisory committees as are formu- 
iated by full-time salaried officers or employees of the Government. 

Have you any objection to that one? 

Mr. Nasu. Yes; we do, Mr. Chairman. 

Chairman Dawson. And what is that objection / 

Mr. Nasu. We have no objection to that one if limited to situations 
where they are members of the committee who come from the same 
industry, and there is a possibility of possible antitrust violation. 

In that case we think that this 1s necessary in order to minimize the 
possibility of antitrust violations. 

Chairman Dawson. Why only antitrust violations? That is a 
crime. ‘This is not directed particularly against crime. It is directed 
at good practices, and we did find abuses which we believe this language 
would cure. 

Mr. Horrman. Sinister abuses? 

Chairman Dawson. I did not say “sinister.” I would not use that 
word. 

Mr. Horrman. You would not use the word ? 

Chairman Dawson. No. 

Mr. Nasu. We do not see any reason why if members of the advisory 
committee wish to discuss subjects other than those that the full-time 
Government employee wants to discuss why they should not discuss 
them. Something useful might come out of it. 

Chairman Dawson. There is nothing to prevent them from discuss- 
ing anything either before or after the agenda has been discussed which 
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brought about the meeting, or the calling together of the advisory com- 
mittee. The calling of it should rest with the departments to be ad- 
vised and they should give the agenda on which they want advice. 

There is no quarrel with that; is there? 

Mr. Nasu. I am not too sure I understand. I thought, as this was 
written, that when the agenda was prepared by the full-time salaried 
employees nothing else could be discussed. 

Chairman Dawson. You cannot keep people from discussing things. 
The purpose of calling that meeting ought to emanate from the Depart- 
ment and the members of the committee ought to be advised as to what 
the Department wants advice on because, certainly, they want to study 
about it, and have something in their minds when they come in. 

Mr. Nasu. Mr. Chairman, if 15 or 20 people have gotten together 
outside of the Government and they have some opinions on something 
that affects Government policy, they should be at liberty to come down 
and talk to anybody in the Government and tell them what they think 
about it. 

Chairman Dawson. That is an entirely different thing. 

Mr. Nasu. Why should not the members of an advisory committee 
be privileged to do exactly the same thing? 

Chairman Dawson. They can do the same thing at a meeting called 
for a specific purpose. Nothing can stop people from talking at a 
meeting. 

Mr. Nasu. Then, what is the purpose? 

Chairman Dawson. The purpose is that the Department is taking 
the responsibility for calling them together, and since they are to be 
advised, they should initiate the agenda on which the Department 
wants advice. What develops afterward is something else. That hap- 
pens at any meeting. In any society to which you belong which calls 
a meeting they are apt to talk about anything under the sun, although 
they are called together for a specific purpose. 

Mr. Nasu. But the next day they can come together as the same 
group and come down voluntarily and render advice on some other 
subject? Is that correct, Mr. Chairman ? 

Chairman Dawson. What a citizen will do with his Government is 
within his purview and is a different thing from setting up advisory 
committees. 

Sure, all government is the business of the citizen and of the people 
of this country, and this withholding of information from the people 
of the country is a thing which in my thinking is a subject of proper 
criticism. 

Mr. Nasu. But, Mr. Chairman, it just seems to me that if the same 
group can come together voluntarily the next day, or after the meeting 
and come down and present advice of their own motion 

Mr. Brown. Let me interpose a statement there. 

Mr. McCormack. Their position is different. 


Chairman Dawson. That is two different situations and you know 
that. 


Mr. Brown. That is right. 

Mr. McCormack. When they are appointed to a committee they 
occupy a public trust. That is true; is it not? , 

Mr. Nasu. I think that is probably true; yes. 
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Mr. McCormack. And, furthermore, there is the question of con- 
fining them to an advisory committee rather than entering into the 
field of policy. I see your point, but I do not agree with you. There 
is a sharp distinction between a person in an official position and the 
same person as an individual. 

Mr. Nasu. The significance of an official as against unofficial in this 
area seems to me to be extremely nebulous and difficult to understand. 

Chairman Dawson. There is another matter to be considered. 

Mr. McCormack. If you think that, then, you make the case 
stronger than I ever thought. You have put a lot of fear in my mind 
about all of these advisory committees. That statement of yours 
means that human beings are incapable of differentiating or are not 
honorable and trustworthy. 

I recognize we are all human beings, but to reduce to a minimum 
their personal influences against their public trust is the point. It 
will be a sad day if there are not honorable persons capable of draw- 
ing that differentiation. 

Mr. Brown. May I point out something that I think is apropos? 

Chairman Dawson. Surely. 

Mr. Brown. I received a notice yesterday from the chairman of this 
committee that this subcommittee was being called together for a 
certain purpose—for a discussion of this bill—and, as a result, we are 
discussing the bill. Now, we have a perfect right after the meeting 
breaks up to discuss anything else we want to, “but. what would you 
think if after the meeting is called for this purpose, instead of dis- 
cussing this legislation, we got into the general question and devoted 
all of our time to the question of whether or not there ought to be a tax 
reduction passed at this session of the Congress and, if so, what should 
it: be. 

What is wrong with limiting the agenda and the discussions that 
are to take place at a meeting of one of these advisory committees to 
what the Director or the Secretary of Commerce or the proper offi- 
cial wants them to discuss and advise him on? I really think you 
would want it. If I were Secretary of Commerce, I would want some 
sort of provision like this, so we could have some control of the official 
activities of all of the advisory committees. 

That is where I differ with you a little on your interpretation. If 
I were Secretary of Commerce, I would want it. 

Mr. Nasu. Well, there certainly should be an agenda. There is not 
any question about that. 

Mr. Brown. That is pretty hard to do, even with congressional 
committees. I think there should be some arr angement whereby you 
could at least control what the committee would officially take up and 
discuss. If they want to discuss something else, or come down the 
next day and have a rump convention, that then is their privilege as 
citizens; but, as members of a committee like this, shouldn’t they be 

restricted to give the advice and answer the questions and discuss the 
problems that the Secretary, for instance, wants them to discuss in 
order that he may obtain the advice which he seeks? 
Mr. Nasu. Of course, inherently 





Mr. Brown. In that way you people control it, and I think it would 
help. 

Mr. Nasu. Inherent in what you are saying, I think, is that the 
advice that these people will give—and I think this is what the bill 
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here had in mind—when they are acting as members of the advisory 
committee will be one type of advice, and not, maybe, for their own 
personal benefit but for the benefit of the Government; and, when 
they are acting privately, that their advice would be not for the benefit 
of the Government but for their own personal use and their own per- 
sonal benefit, and I have some difficulty in making this sort of a dis- 
tinction and enforcing it by the device of creating an agenda that is 
made by the Government. 

You are asking for these people to put on one hat at one time and 
take up another at another time. 

Mr. Brown. Not necessarily. 

Chairman Dawson. No, sir. 

Mr. Brown. They do not have to give advice on anything else but, 
certainly, you want it so you can know what they are discussing at a 
meeting. 

Mr. Nasu. I will agree with that, but I would think that whatever 
the agenda is, the Government is going to have some voice in setting 
it, but—— 

Mr. Brown. When we get up on the floor of the House and start 
to debate a bill which is not before the House, we are ruled out of 
order, because such discussion is not germane. 

We are confined to diseussing the things for which the session was 
called. 

Mr. Nasu. I do not take any issue with that. We would have an 
agenda and it should be limited. The question is, What should go 
on the agenda ? 

Mr. Brown. That is up to you people. 

Mr. Nasu. And, whether the advisory committee should have any 
voice in setting it up. 

Chairman Dawson. No. You called them together to advise you. 
You want them to tell you their views. 

Mr. McCormack. This does not stop the members of the advisory 
committee from going to the full-time salaried officials of competent 
authority in any agency and suggesting that such a thing should be 
on the agenda. 

There is nothing to stop that, but it is the preparation of an agenda 
by one who is paid by the Government in a position of responsibility. 
As Congressman Brown stated, the question of control comes in, 
which is vitally important. 

Chairman Dawson. Let us now take up item No. 3: 

To permit only such meetings as are called and chaired by full-time salaried 
officers or employees of the Government. 

Do you agree with that objective ? 

Mr. Nasu. I think this is in the same area as the one we were just 
discussing. 

Chairman Dawson. Then, there is no basic objection to that? 

Mr. Nasu. No. I would have the same objection to this that I 
would have to the other. I do not see that it really serves any useful 
purpose. I do not fully subscribe to it. I think I understand what 
you are driving at, but I do not fully subscribe to the distinction be- 
tween meetings that are called by the Government and meetings that 
are not called by the Government. 
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Chairman Dawson. We only have jurisdiction over those called by 
the Government. We could not keep any group of people from 
meeting, nor are we trying to make rules for them, but we certainly 
have a Tight to make rules governing advisory committees called by 
the Government. 

Mr. Nasu. But what we are talking about here is in the area of 
preventing certain things from happening, I think; is that not right? 

Chairman Dawson. Do you deny that evils exist? Do you ate 
that ? 

Mr. Nasu. I am not aware of what they are, Mr. Chairman. I 
would be very happy 

Chairman Dawson. There are plenty of them, and some legislation 
is indicated. What I am trying to find out is whether or not you 
object to any of these 4 or 5 points. 

Mr. Nasu. Yes, sir; we object to No. 2; we object to No. 3 and 
No. 4. 

Chairman Dawson. You object to No. 2¢— 

To permit only such agenda for meetings of advisory committees as are 
formulated by full-time salaried officers or employees of the Government. 

Do you object to that? 

Mr. Nasu. Yes, sir. 

Chairman Dawson. Do you object to item No. 3 ?— 

To permit only such meetings as are called and chaired by full-time salaried 
officers or employees of the Government. 

If you want information, and that is the only reason why you call 
advisory committees, and you present to them the subject you want 
advice on, do you object to that meeting being chaired by an official 
of the Government ? 

Mr. Nasu. No; I do not object to it being chaired, but I object to 
excluding the possibility that it could be chaired by someone else 
outside of the Gov ernment, because I do not see any harm in it. 

Chairman Dawson. We do see harm in it. 

Mr. Nasu. I would be very much interested in finding out what 
it is, because in the experience we have had there is no Be in it, 

Mr. McCormack. We are interested in finding out why you object 
to it. That is what we are interested in. 

We have profound respect for you. 

Chairman Dawson. Oh, certainly. 

Mr. McCormack. Even though we might disagree with you, we 
have profound respect for you, but you are here to tell us why not. 

Mr. Nasu. I would express it just this way: We do not see any 
harm in having the committees chaired by somebody else. 

Mr. McCormack. Do you recognize the necessity for rules of 
procedure / 

Mr. Nasu. In conducting meetings? 

Mr. McCormack. Any meeting. 

Mr. Nasu. Oh, yes; 1 think there is no question about that. 

Mr. McCormack. This relates to rules of procedure. 

Mr. Nasu. I think every meeting should have a chairman, if that 
is what you are discussing, but we are talking about whether the 
chairman should be from the Government or not from the Government. 
Mr. McCormack. I say from the Government. That is a part of 
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Mr. Nasu. Well, 1 can see no harm in having the meeting chaired 
by somebody that 1s not from the Government as long as there is no 
antitrust phases involved here. 

Mr. McCormack. That is a serious question as to whether it comes 
in or not. 

Mr. Nasu. 1 think that im all cases where there are antitrust imphi- 
cations that it should be chaired by the Government, and I agree with 
that, and we do that in the Department. 

Chairman Dawson. Do you feel that the antitrust violations are 
the only possible evils? 

Mr. Nasu. Well, what are “possible evils’? 1 do not know, Mr. 
Chairman. However, we are not aware of any evils in connection with 
any of the advisory committees in our Department, and it is with that 
background that we are giving our opinion. 

Now, as to whether there are possibilities of evils, 1 do not know. 

Mr. Brown. Do you not think the Government ought to move as best 
it can to prev ent any possible evils whether there are any now or not! 
You and [ are mature men, and neither one of us want to drive down 
Independence Avenue at 90 miles an hour, but do you think there is 
anything wrong in having a law which says you cannot drive over a 
certain speed ¢ 

Mr. Nasu. No. 1 certainly would agree with that. 

Mr. Brown. That is having a law that you could not drive over a 
certain speed in that congested area. It is not going to affect us, but 
it may atfect someone else. 

Mr. Nasu. I certainly would agree with that. 

Mr. Brown. | saw one the other day that I thought was making 
close to 90 miles an hour. 

Mr. McCormack. Off the record. 

( Discussion off the record. ) 

Chairman Dawson. Let us proceed to consideration of item No. 4: 


To require the keeping of full and complete minutes of each meeting. 


Do you object to that? 

Mr. Nasu. Yes, sir. 

Chairman Dawson. Why? 

Mr. Nasu. We think that will dry up the sources of information, 
Mr. Chairman. 

Chairman Dawson. Next is item No. 5: 

To prevent the committee from functioning otherwise than in an advisory 
capacity. 

Mr. Brown. Before you leave item No, 4, I would like to comment 
on that. 

On page 3 of the committee print I think the gentleman from the 
General Services Administration made a good point as to identifying 
the persons expressing their opinions, in these minutes, and it seems 
to me that that wording might be brought into question and should 
be discussed rather fully. 

Chairman Dawson. The language is as follows: 

To require the keeping of full and complete minutes of each meeting. 

Mr. Nasu. No, no. I have reference to identifying the persons 
expressing their viewpoints. I think it is one thing to have minutes, 
and to have the viewpoints expressed stated, but it is another situation 
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to identify the persons expressing them, at least under conditions as 
described by the gentleman from the General Services Administration. 

Do you get what I mean, Mr. Chairman ? 

Mr. Brown. Yes, I think the gentleman here has a point that that 
provision does sometimes dry up an honest expression of opinion, be- 
cause, maybe, the boss would not agree with it, and the fellow loses 
his job, or be embarrassed, and so forth and so on, and therefore does 
not talk at the next meeting, and does not give his full and frank 
views. 

Mr. McCormack. Do you keep a record of these meetings? 

Mr. Nasu. Yes, sir. 

Mr. McCormack. In your own records of the Department do you 
keep a record of who speaks and what they say ? 

Mr. Nasu. No, sir. 

Mr. McCormack. You do not keep a verbatim record of what takes 
place ? 

Mr. Nasu. No verbatim record. I think that is correct. 

Mr. Roper. Our full and complete summary minutes are kept in 
one of the bureaus of the Department of Commerce which is respon- 
sible for conducting most of the industry advisory committee meetings. 
These minutes do not identify the industry speakers by name and to 
that extent we follow the policy of the General Services Adminis- 
tration. 

Mr. McCorarack. For the Department records itself, do you iden- 
tify them by name? 

Mr. Roper. I am sorry, sir, but I missed that question. 

Mr. McCormick. For the Department records itself, do you identify 
them by name? 

Mr. Rorver. Not verbatim minutes, Congressman McCormack. No 
verbatim minutes are kept of these meetings. All the industry rep- 
resentatives who attend the meetings are identified in the minutes 
which are mimeographed, and freely distributed to anyone upon 
request. 

Chairman Dawson. Now, we will go back to item No. 5, which we 
previously mentioned: 

To prevent the committee from functioning otherwise than in an advisory 
capacity. 

Do you think such legislation should do that? 

Mr. Nasu. I do not think we have any objection to that. 

Chairman Dawson. So, you object to items 2, 3, and 4? 

Mr. Nasu. That is correct. 

Mr. McCormack. He objects to items 2 and 3 in part. 

Chairman Dawson. No. 

Mr. McCormack. Do you object completely to items 2 and 3% You 
said something about antitrust. 

Mr. Nasu. Yes; I think that is true. On the antitrust feature we 
do not think that that should be a matter of statute. 

I am saying we do not object to following 2 and 3 in our advisory 
committees where there is a possibility of antitrust significance. 
Those are a part of the recommendations of the Department of Justice. 
In meetings of that sort we follow those. 

Mr. Brown. Suppose some new individual should come into the 
Department of Justice and withdraw that ruling and say “Well, it is 
all right to do these things which have been prohibited in the past.” 
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Then, where would we be? Do you not think legislation is always 
more effective—that is, an act of the Congress—than instructions 
or regulations or whatever you call them, put out by some department ? 

Mr. Nasu. I think that’ our advisory committees that are in this 
area actually want this sort of thing, and even if this bill became 
the law, they would still want something from the Department of 
Justice setting forth these same requirements, because these people 
are in many cases from competing industries. 

Mr. Brown. Would not that protection still remain regardless of 
thislaw? This law would strengthen it rather than weaken it; would 
it not 4 

Mr. Nasu. I think the application of these should be left to the dis- 
cretion of the Government official and the members of the advisory 
committee rather than making it a matter of law, because in a good 
many cases it is not necessary to have these because they do not come 
from competitive industries, and the subject matter discussed could 
have antitrust significance. 

Mr. Brown. Well, not necessarily. The law against speeding which 
| mentioned earlier may not have any significance as far as you and I 
are concerned but, maybe—what about other people ? 

Mr. Nasu. I did not quite get the question. 

Mr. Brown. I say it is not necessary, perhaps, as far as you and | 
are concerned to have a law against speeding in the District of Colum- 
bia, ~— what about other people? 

Mr. Nasu. I think that there are anne in a good many cases 
and that a statute should be limited as far as possible to the purposes 
sought to be achieved. It does not seem to me that we should broaden 
this cover ‘rage beyond advisory committees where there are antitrust 
implications involved, and that that should be not a matter of law, 
but a matter of discretion. 

Mr. McCormack. Will you yield to me at this point, Mr. Brown / 

Mr. Brown. Yes, sir. 

Mr. McCormack. Do you now have agenda prepared by the ad- 
visory committees in the De spartment of Commerce, or have you nad t 

Mr. Nasu. That, Mr. McCormack, I cannot answer. There are a 
lot of them prepared by the Department of Commerce. 

Mr. McCormack. I mean by the advisory committee. Is there part 
of the agenda prepared by the advisory committee ? 

Mr. Rorrr. Probably 95 percent of the advisory committee meet- 
ings—industry advisory committee meetings—are conducted in the 
Department of Commerce, but sponsored by its Business and Defense 
Services Administration. 

Mr. McCormack. As an official of the Department ? 

Mr. Rover. Yes, sir. These are industry advisory committee meet- 
ings sponsored within the particular bureau of the Department of 
Commerce which is responsible for the defense production and mobi- 
lization preparedness responsibilities that have hewn delegated to the 
Secretary of Commerce. 

It is in that area where we have the principal need for convening 
and operating industry advisory committees. 

Since the latter part of 1950 when the Department of Justice pro- 
mulgated its recommended criteria for the conduct of advisory com- 
mittees, the predecessor of the Business and Defense Services Admin- 
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istration, the National Production Authority, adhered to these rec- 
ommended criteria. 

In 1953 when NPA was superseded by BDSA, BDSA again fol- 
lowed the recommended criteria of the Department of Justice and 
these criteria are adhered to today in the conduct of industry advisory 
committee meetings. 

Mr. McCormack. My question was: Do the advisory committees, 
or have advisory committees, prepared agenda in whole or in part for 
a particular meeting / 

Mr. Roper. I said, Mr. McCormack, that we followed the criteria 
and I would be glad to run down the Department of Justice criteria. 

Mr. McCormack. That question could be answered either “yes” 
or “no.” 

Mr. Roper. The agenda for such committees and their meetings 
must be initiated and formulated by the Government. This is the 
precise criterion of the Department of Justice. We do follow that 
criterion. 

On occasion members of advisory committees do suggest topics 
for inclusion in the agenda. However, the Department of ‘Commerce 
makes the final decision as to whether or not the subject there should 
be included. 

Mr. McCormack. They can do it under this proposal. 

Mr. Rorer. We were ‘talking about the operation of one bureau, 
and how it operated. I want to point out that the advisory commit- 
tees convened by BDSA are always, without exception, advisory com- 
mittees composed of represent: itives of a single industry or a segment 
of a single industry. So, there are competitive implications in con- 
vening that type of group. Elsewhere in the Department there are 
groups which are composed of different industries and where the 
competitive aspects just are not apparent. 

Mr. McCormack. Well, the agenda now are prepared, or have 
been prepared or formulated, by a full-time salaried officer? 

Mr. Rorrr. No, sir. I want to look again at the Justice criterion 
which says that the meetings must be held at the call and under the 
chairmanship of a full-time Government official. The Justice cri- 
terion does not say “salaried.” Time after time industry advisory 
committees are chaired by without-compensation employees who, 
incidentally, are subject to the same general conflict of interest stat- 
ute that salaried employees are subject to. 

Mr. McCormack. I cannot see any objection to item No. 2 to per- 
mit only such agenda for meetings of advisory committees as are 
formulated by full-time salaried officers or employees of the Gov- 
ernmeiit. 

Mr. Nasu. The Business Advisory Council and the National Dis- 
tribution Council 

Mr. McCormack. You are, unfortunately, putting yourself in the 
position of a defendant which no one from the committee angle has 
undertaken to put you in. You are putting the Department of Com- 
merce in the position of being a defendant. You are not a defendant 
here unless you make yourself one. 

Mr. Nasu. I certainly did not intend to do that. 

Mr. McCormack. Unintentionally or not, you have created that 
impression in my mind that you are a defendant. 
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Mr. Nasu. That is unfortunate because, actually, we want to be 
helpful and that is the only purpose we are down here for. 

Mr. McCormack. I am not impugning your motives at all. It is 
not my position to do that, but I have a right to disagree, and I think 
you have come in with a sort of chip on your shoulder that the 
bill is aimed at the Department of Commerce. 

Mr. Nasu. No, we te no such idea, Mr. Congressman. 

Mr. McCormack. Well, all right; I will take your word for that, 
then, but let us have the record clear. 

Mr. Nasu. We have two advisory committees—this, I think, will 
answer your question : We have two advisory committees in the Depart- 
ment where the agenda are prepared by the committees and not by the 
Department. One is the Business Advisory Council and the other is 
the National Distribution Council. That information is a part of the 
record that was made here last year. 

Mr. McCormack. I have no further questions, Mr. Chairman. 

Mr. Brown. Would it be harmful if the agenda were made by some 
official of the Department rather than by the Committee itself? 

Mr. Nasu. Actually, on the Business Advisory Council we answered 
the question last year. The agenda for Council meetings are prepared 
by the Exec utive Director in collaboration with and under the direc- 
tion of Secretary of Commerce and the Chairman of the Council. 

Mr. Brown. Let me ask one other question : 

Would that advisory committee put on the agenda something that 
the Secretary said he did not want discussed? I would not think it 
would. 

Mr. Nasu. I would doubt it very much. 

Mr. Brown. Well, the Secretary of Commerce is the proper official 
to make up the agenda, under this bill; and would certainly take sug- 
gestions from anyone on the advisory committee or anyone outside who 
had something to offer whether the respective official or responsible 
official felt it ought to be discussed ; would he not ? 

Mr. Nasu. I think that is probably true. 

Mr. Brown. In other words, if you were given authority to proceed 
and set up the agenda, you would consider any suggestion, whether it 
came from a member of the committee or from some Member of Con- 
gress who made a suggestion that was good and which you thought 
ought to be discussed with respect to a pi articular problem ? 

Mr. Nasu. Really;the point I am trying to make here is that in these 
areas of advisory committees that are devoid of any antitrust signifi- 
cance, at least, it does not really serve any useful purpose because, as 
you say, you can work it either way. 

Mr. Brown. I want to go along with you and I want to be helpful, 
but I just cannot go for this business of antitrust violations as being the 
only possible violations which might occur and that we, therefore, 
ought not to safeguard against the others regardless. 

I can understand it partially. I have been in business for 40 years 
myself, and I can understand partially why—or fully, really, why— 
many people like to have the antitrust provision in because it protects 
them from certain prosecution. They want the backing of the De- 
partment of Justice, but I do not think even the Department of Justice 
would say, “Well, while we mentioned just the antitrust thing, because 
these men who are competitors get together and the fact they serve 
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on the committee will not be considered a violation of the Antitrust 
Act.” 

I do not think the Department would say we ought to prohibit any- 
thing else if Congress determines there should be further restrictions 
and safeguards written into the law. 

Mr. Nasu. Really, the problem that we have is on these two commit- 
tees, for example, where the committee is—— 

Mr. Brown. I know many of the members, and they are fine peo- 
ple. 

Mr. Nasu. Where the agenda is set up by the members themselves 
we cannot see that it would serve any useful purpose to require the 
agenda 

Mr. Brown. What would it hurt? 

Mr. Nasu. Well, if it does not accomplish something, why do it? 

Mr. Brown. Well, now, wait a minute. Be sure now what you are 
saying. : 

Mr. Nasr. Well, I am not sure what it accomplishes because the ar- 
gument that you just made to me, I think, is that “Well, the Secre 
tary of Commerce will put on the agenda what is suggested to him 
by the members.” 

Mr. Brown. Not necessarily. The judgment and the responsibility 
rests with him rather than with some private citizen who is serving 
on one of these voluntary committees, and who directly has no re- 
sponsibility whatsoever to the American people. 

In other words, should not the responsibility be placed upon the 
person charged under the law as responsible to the people and to 
the Congress for his conduct? ‘That is the question I have in mind. 
If it does not hurt, and might help, then what makes the difference / 

Mr. Nasu. Well, it is the “might help.” I do not know that it 
would hurt particularly. I do not know whether it would help. 

Mr. Brown. Well, we have had indications that it might help. We 
have had enough evidence before this committee and enough com- 
plaints from Members of Congress which indicate something like 
this might help. The thing we are trying to find out here from you 
is whether or not it would injure any department or agency to do 
these things. 

As I said a moment ago to the chairman and the members of the 
committee, I can understand where this identifying persons express- 
ing views might possibly hurt the Government and hurt the individual 
without accomplishing any good. Therefore, I have a question mark 
after that provision. 

I think Mr. McCormack had a good suggestion, Mr. Chairman. 





when he said on line 2 of the committee print, “add the words ‘or 


authorizes.’ I think that is a good suggestion. and I hope the counse! 
will keep track of those suggestions which have been made. 

I want to be helpful and it seems to me that this legislation would 
be beneficial to the agencies of the Government which have these 
advisory committees, and if there are any places it might be harmful, 
that is what we want to know. 

If I were Secretary of Commerce, as I said a moment ago, sitting 
in Mr. Week’s chair, I would want to have some of these provisions 
so that my advisory committees could not run all over the lot unless I 
agreed to it. In other words, I have the idea that the man running 
the show ought to be the boss. 
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Mr, Nasu. We have never been faced with that problem. 

Mr. Brown. But, suppose you were. Would you not like to have 
«a law like this? It does not hurt anything, and it might help you 
at times. 

Mr. Nasu. I am not too sure that it would not hurt anything. 

Mr. Brown. Where would it hurt vou outside of those two instances 
I mentioned? That is the point. 

Mr. Nasu. Of course, the one instance is the major one that we have 
in mind, as I said, and that is the recording of the names and the giv- 
ing of the substance of their points of view. 

Mr. Brown. I agree that there is substance to that. | am on your 
side on that. I think that could be harmful. I think confidential 
records ought to be kept confidential but, certainly, I agree that they 
should not be published where it might harm the individual or where 
it might dry up these sources of information to the Government. 

Mr. Nasu. Actually, the Business Advisory Council is chaired by 
a member of the Council. It is not chaired by the Secretary of Com- 
merce. I cannot see any necessity really for requiring it to be chaired 
by the Secretary of Commerce. That is the type of objection that I 
have because it does not seem to me that it serves any useful purpose 
to require him to serve. 

Mr. Brown. What responsibility does that individual Chairman of 
that Advisory Council have to the general public or to the Congress ¢ 

Mr. Nasu. Well, I would not suppose that he has any legal respon- 
sibility. His responsibility is the responsibility of a person who has 
been selected who is a responsible member of the public, and an indi- 
vidual with a substantial record of public service and the type of 

people that are on that Council are people who are responsible indi- 
viduals 

Mr. Brown. You are a good barrister, but you are not making your 
point. 

Mr. Nasu. There is no legal responsibility- _— 

Mr. Brown. There is no legal responsibility, but there may be some 
moral responsibility. 

Mr. Nasu. That is right. 

Mr. Brown. If that Chairman of the Advisory Council did the 
wrong thing, who would actually be responsible for the action? It 
would be the Secretary of Commerce, would it not, in the end? 

He would get the public criticism and condemnation and everything 
else. 

Mr. Nasu. A good part of the disagreement between us is in that 
expression ‘ ‘if you did the wrong thing.” Actually, if the Secretary of 
Commerce did the wrong thing, he would take the blame for it. 

Mr. Brown. You would go on the supposition that everybody in the 
world is absolutely honest ‘and trustworthy and has no bad intent of 
any kind, and would never do anything that would violate any moral 
code, and therefore you do not need any laws at all or regulations or 

restrictions ? 

Mr. Nasu. No; that is not the point, Mr. Brown. 

Mr. Brown. You would go on the assumption that no one will park 
in front of the fireplug if you do not prohibit it. 

Mr. Nasu. That is not the point. Actually, the advisory committee 
does not have power to do anything. If any decisions are made, they 
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are made by the Secretary of Commerce, and the Secretary of Com- 
merce is a public official and his decisions are subject to all the criticism 
which comes about as a a result of them. 

Mr. Brown. Can that Council meet any time it pleases, or does the 
Secretary of Commerce call it into session ? 

Mr. Nasu. Well, the bylaws set up that it meets four times a year. 

Mr. Brown. What bylaws? Its bylaws? 

Mr. Nasu. Yes, sir. 

Mr. Brown. Well, the officers of my church meet once a month, too. 
They do not have any legal power, but I just do not follow your argu- 
ment, and I want to be with you. 

All right, I am through, Mr. Chairman. 

Chairman Dawson. I believe Mr. Michel has some questions. 

Mr. Micue.. How many advisory committees does the Department 
of Commerce have? 

Mr. Nasu. I think all told there are about 600. I am relying on 
this record that was made last year, and that may have been changed 
somewhat since then. 

Mr. Micue.. Generally, the persons in the Department of Com- 
merce who would serve as the representatives on that particular ad- 
visory committee are at what level? Are they division heads, or 
how far down the line do those representatives go who serve on these 
committees ? 

Mr. Nasu. Perhaps, Mr. Roper could answer that. 

Mr. Roper. Congressman Michel, by “representatives” you mean 
representatives of the Department? 

Mr. Micuet. Of the Department. 

Mr. Rorrer. Normally, an industry advisory committee meeting is 
chaired by a division director. 

Mr. Micuet. Division director ? 

Mr. Rover. Yes, sir. 

Mr. Micuex.. Obviously, on some of these committees are presi- 
dents and vice presidents, chairmen of the board, of a number of 
large corporations ? 

Mr. Roper. Yes, sir. 

Mr. Micuen. Do you feel that in every case we have members from 
the Department of Commerce who are big enough in their respective 
departments to talk on a level and plane with those who might be 
serving on that committee? 

Mr. Truppner. Yes. I have no doubt but what the division di- 
rector has sufficient stature to command the respect of the members 
of the advisory committee. 

Mr. Micueu. I can see some real merit in your fourth objection, as 
you know Members of the Congress serving on committees go into 
executive session when they want to have a free play and exchange of 
ideas and I can see where in those advisory committees you want to 
have a very free play of information also. When we spread remarks 
on the record, we weigh very carefully every word. 

Do you feel that members of the Department of Commerce serving 
on these advisory committees are so engrossed with their duties of 
administration that they have little time for really developing new 
programs or thinking of ways in which the Department of Com- 
merce might better serve industry and business. In other words, 
when these industry and business members of the committee gather 
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together, do they want in addition to acting on the agenda for the 
day to also plant some seeds or sow some seeds through the Gov- 
ernment representatives as to what action or what legislation the De- 
partment of Commerce might propose to the Peer 

Mr. Nasu. I would suppose that would be possi 

Mr. Truppner. I might add to that. Very frequently in the agenda 
prepared by the Government official the last item on the agenda con- 
sists of a statement that “we will take up matters suggested by the 
members of the committee and subject, of course, to the approval of 
the chairman.” 

So, that problem does not arise. 

Mr. Roper. But to the extent that is is a problem, I would like to 
point out, Congressman Michel, that any businessman can walk into 
the Department of Commerce or any other agency to be heard and 
to make certain representations and ‘that here is a forum created by 
the Government agency in question where the agenda is formulated 
by the Government but at the conclusion of the discussion of all items 
on the agenda frequently from time to time there is a general discus- 
sion. What I also would like to point out is that this general dis- 
cussion becomes a part of the record of our summary minutes. 

However, the remarks are not attributed to specific industry 
speakers. 

Mr. Micnarv. No further questions, Mr. Chairman. 

Chairman Dawson. Mr. Montgomery ? 

Mr. Monrcomery. Mr. Chairman, Mr. Nash did not finish his state 
ment. If I understand correctly, the statement is in the form of a 
letter dated April 29 and that was made a part of the record. 

Chairman Dawson. Yes, Mr. Montgomery. 

Mr. Mon'rcomery. That being true, “T would like to clear up a few 
things in my mind concerning the reasons for the objections of the 
Department to the bill. Most of them have been touched upon and 
a few of them have been covered rather completely. 

[ would direct attention to the second reason on page + of the lette: 
in which you state that there is no need for protecting the Govern- 
ment against the type of self-interest which does not combine an 
established conflict-of-interest concept. 

Will you elaborate on that a little further for the benefit of t 
committee? What do you mean by conflict-of-interest concept ? 

Mr. Nasu. In the first place, I will start with this premise in H. R. 
3378 as to influencing public policy for the benefit of private interests. 
I would suppose that there are some kinds of people in the Govern 
ment who will benefit from proposals which they have under discus 
sion in a general way and as members of the general public and th at 
that is not the type of conflict of interests that the conflict-of-interest 
statutes cover. For sure, they would not apply in the case of members 
of an advisory committee. Let me give as an example proposed legis- 
lation for reducing taxes. Everybody is interested in a reduction in 
his tax bill and I do not suppose the members of the Government 
would be precluded from fulfilling their normal functions in connec- 
tion with any such proposal simply because they might benefit from 
it. In other words, that is the kind of conflict, if there is any conflict 
there at all, which is so remote as not to be condemned. It is just 
merely that type of conflict of interests that I had in mind in No. 2. 
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Mr. Monreomery. I do not think there is any basis for believing 
that there might not be other types of conflict of interests at all. 

Mr. Nasu. No. I mentioned those in the third point on page 4. 
There might be some basis for other types. The point that I make 
there is the one that I was discussing with Congressman Brown. 
Actually, the decision in these advisory committees is made by the 
Government. It is not made by the saat committee. The per- 
sonal responsibility to the people and to the Government itself, that 
is all in the hands of the Government representative who makes the 
decisions. He has the liberty to either reject or accept the advice, 
whichever, but the decision he makes of either rejecting or accepting 
it is one that he makes. The advisory committee has no responsibility 
there. 

Mr. Brown. I think you make a good point. 

Mr. Montcomery. If the committee is not chaired by a Government 
official, or if there is a mere summary of minutes kept, how can the 
Government or the Department official be properly advised so as to 
make his decision? How will he know what went on in this committee 
meeting ? 

Mr. Nasu. I suppose that if he were not there, some sort of record 
would have to be kept in order to crystallize and record the actual 
advice that the committee decides ought to be given. The summary 
minutes would include this much information. 

Mr. Monrcomery. Do you not believe that is important that the 
Government official charged with the responsibility for taking the 
action should have a very complete knowledge of the basis for the 
recommendations made by the advisory committee ? 

Mr. Nasu. I think so, yes, but a subordinate’s recommendations, 
for example, if he is the one who attended the meeting, will come 
not only out of that advisory committee meeting, but out of his own 
background, knowledge of the subject, and so on. Maybe what he has 
heard in radio programs will contribute and what he has read in the 
newspapers. That will all make up the composite that goes into this 
and that is what you ought to get to his superiors, the sound basis 
for his own recommendations and the advisory committee recom- 
mendation would be incidental as a part of it. 

Mr. Montcomery. There would be no inferior employee there, if he 
is not an employee of the Government. How can he know? Who is 
he going to report to, the head of the department ? 

Mr. Nasu. There will be some employee present at these meetings. 
Otherwise, it would not serve as advice. 

Mr. Montcomery. As I understand it, there is no regulation now 
in existence that would require a Government employee to be there. 
It is the purpose of this bill to have the meeting chaired by a Govern- 
ment official. 

Mr. Nasu. If there is no Government employee there, then how 
ean it function as an advisory committee ? 

Mr. Montgomery. That is what Iam asking you. How can it func- 
tion if you do not have some way of communicating the entire advice, 

r the basis for recommendations, to the responsible officials ? 

YM. Nasu. It does not seem to me that that should be a matter of 
legislation. That is like having a group meet outside the Government 
and decide what their recommendations are to be, and then reducing 
them to writing and sending them in to some Government official. 
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Mr. Monteomery. If it is not a matter of law, how can we be sure 
that it is being applied administratively? You testified a moment 
ago that your Business Advisory Committee Council was not chaired 
by a Government official. The agenda was not prepared by a Gov- 
ernment official ? 

Mr. Nasu. That is correct. 

Mr. Monteomery. How is the Secretary of Commerce to know in 
full detail the basis for decisions or recommendations that might 
be made by that Business Advisory Committee? 

Mr. Nasu. That might happen in two ways. They might decide 
that they wanted to recommnd something and develop reasons for 
that recommendation and furnish it to the Secretary of Commerce 
in writing. 

Mr. Monreomery. That is all up to them ? 

Mr. Nasu. Or there might be members of the Department present. 

Mr. Montcomery. There might be, but there is no requirement for 
that? 

Mr. Nasu. There usually are. I do not know if there is any require- 
ment, but they are always there. 

Mr. Monrcomery. Where does this Business Advisory Council 
meet ¢ 

Mr. Nasu. It meets in—two of its meetings have been held—the 
Department of Commerce Building. 

Mr. Monteomery. Does it have a Department of Commerce staff 
to service that meeting ? 

Mr. Nasu. When you say “service the meeting” what do you have 
n mind ? 

Mr. Monrcomery. I mean to conduct the clerical and administrative 
func “pop of that committee. 

Mr. Nasu. No, sir. 

Mr. Monrcomery. No employees at all are assigned to it? 

Mr. Nasu. There are, you can say, people to service the committee. 
There is an executive director who is a full-time employee of the 
council. 

Mr. Monrcomery. Are there any Government employees of the 
Department of Commerce assigned to duty with this council? Does 
it represent a part or all of the duties of any member of the Depart- 
ment of Commerce staff ? 

Mr. Nasu. I think, to give you an answer, I would really like to 

‘heck that so as to give you an accurate answer to it. I do not think 
there are, but I am not too sure about it. It was later reported to 
the committee that two secretaries, full-time employees of the Depart- 
ment of Commerce are assigned to assist the council. 

Mr. Monreomery The third reason (on p. 4) that you assign for 
the opposition of the Department to this bill, is that the Government 
is already adequately protected against the effect of self-interest of 
the type which would come within the conflict of interest statutes if 
the members of the advisory group were full-time Government em- 
ployees and therefore, there is no need for legislation regulation in 
that area. I do not understand that, because I do not understand that 
members of these advisory committees are employees of the Govern- 
ment. 
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Mr. Nasu. No, sir. I said if there were. They are not employees. 

Mr. Monteomery. Are there any instances where there are Govern- 
ment employees on these committees ? 

Mr. Nasu. I am not sure whether there are. If there are, they are 
very, very exceptional. 

Mr. Monrcomery. Would you not say that the conflict-of-interest 
statutes would have no application whatever ? 

Mr. Nasu. That is right. I am just using this conflict-of-interest 
statute in this as a mere ‘analogy. 

Mr. Monteomery. Do you think that if the Congress, in its wis- 
dom, decided to invoke a conflict-of-interest statute covering activities 
of employees of the Government that there should be similar regula- 
tions as to advisory committees ? 

Mr. Nasu. That is an issue. That is not what this bill proposes to 
do. I should like to give further consideration to that before I an- 
swer that question. 

Mr. Montgomery. Did I understand correctly that the testimony 
a few minutes ago was that you keep minutes of all meetings of ad- 
visory committees within the Department ? 

Mr. Nasu. As far as I know, there are minutes of all the meetings 
kept in the Business and Defense Services Administration. There 
are minutes kept in most of the other advisory groups. Whether that 
is all, or not, I do not know. As I explained when I first sat down 
here, I am not prepared to answer detailed questions as to how these 
advisory groups operate, but I would be glad to get the information. I 
thought there was a complete record of that made last vear. 

Mr. Monteomery. Would it be possible for you to furnish the com- 
mittee, for the record, a statement showing the number of commit- 
tees in the Department which comply with the standards promulgated 
by the Department of Justice? 

Mr. Nasu. I will be glad to furnish that. 

(The material referred to is as follows:) 

In the Business and Defense Services Administration there have been estab- 
lishd (including those carried over from the former National Production Author- 
ity) a total of 567 industry advisory committees. Many of these committees 
are inactive but are maintained on a standby basis for the purpose of consulta- 
tion when needed in connection with defense production and mobilization pre- 
paredness matters. All meetings of these committees, including meetings of 
task groups organized thereunder, are conducted in accordance with the criteria 
recommended by the Department of Justice in October of 1950. 

In the Department, but ontside of BDSA, there are 36 industry advisory com- 
mittees the meetings of which are conducted in accordance with the criteria. 

Mr. Monreomery. Some mention was made of summary minutes. 
Are we to understand that summary minutes are a full and complete 
set of minutes within the purview of the proposed law? 

Mr. Nasu. J really do not know what full and review minutes are. 
Minutes can go all the way from summary up to verbatim tr nscripts. 

Mr. Montcomery. That was the reason for attempting to define it 
as full and complete minutes. Would you say that the summary min- 
utes kept by the advisory committee approach the standards set out 
in subsection (b) 3 of the committee print? 

Mr. Nasu. No, they do not. 

Mr. Montcoomery. In what respects would you say that they differ? 
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Mr. Nasu. I would say that the viewpoints expressed by the indi- 
vidual members are not set out. 

Mr. ig en! Are there any other differences ¢ 

Mr. Nasu. The viewpoints of each individual are not set out. 

Mr. Mowteoameny. But the viewpoints of a representative group 
might be set out ¢ 

Mr. Nasu. There are some minutes kept where the viewpoints of 
individuals, as such, are not set out. In other words, there might 
be a composite representation of the viewpoint of a certain group, 
as against the v lewpoint of other groups and types of positions that 
are expressed in a meeting of that sort without any identification of 
persons or members of those groups. 

Mr. Monrcomery. Are these minutes that you keep available for 
public inspection ¢ 

Mr. Nasu. Yes, sir; generally. 

Mr. Montcomery. There are no exceptions to that ? 

Mr. Nasu. | cannot answer that. I will be glad to get an answer 
for you. 

Mr. Roper. I can answer that. The only exception to distribution 
of minutes have been BDSA Advisory Committee meetings; those 
are the ones that contain security information. There have only 
been 2 or 3 of those situations in the past 3 or 4 years. The minutes 
are reproduced as quickly as possible after the conclusion of the 
meeting and distributed to anybody upon request. In addition, the 
day after the Industry Advisory Committee meeting, a press release 
is issued summarizing the matters that were discussed at the meet- 
ing. 

Mr. Nasu. Mr, Roper is answering only as to BDSA, and I think 
your question was broader than that. I would like to check that and 
give you an answer to it. 

Mr. Monteomery. Thank you. 

(The material referred to is as follows:) 


The minutes of the Business Advisory Council for the Department of Com- 
merce are not made available for public inspection. This practice has been 
maintained for over 20 years under a general policy believed to be necessary to 
preserve and maintain sources of information. 


For the same reason the minutes of the Transportation Council for the De- 
partment of Commerce are not made available. 


Mr. Monteomery. Then these minutes are, for the most part, public, 
and they would certainly be available for the General Accounting 
Office, the Department of Justice, or any other law-enforcement 
agency of the Government ‘ 

Mr. Nasu. That is right; for the most part. 

Mr. Monteomery. Are there any exceptions / 

Mr. Nasu. [ would like to check. 

Mr. Monteomery. If there are any exceptions to that latter ques- 
tion, we would like to know. 

Mr. Nasu. Fine. 


(The material referred to is as follows:) 


The Department of Commerce advised that all advisory committee minutes 
are available to the Department of Justice, the General Accounting Office, and 
other law-enforcement agencies of the Government, with appropriate reserva- 
tion concerning matters involving the national security, and with the possible 
exception of the minutes of the Business Advisory Council and the Trans- 
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portation Council where the question of such availability has never arisen and 
has, therefore, never been decided. 
Mr. Montcomery. That is all I have. 
Chairman Dawson. Mr. Poland ? 
Mr. Potanp. No questions. 
Chairman Dawson. We will stand adjourned until further notice: 
(Thereupon, the hearing was adjourned at 12:30 p. m.) 
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